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EXHIBIT A

2006 Lette r to  Loren  Pe te rs on  from
Brooke Utilities  regarding Propos ed

Water Purchas e  Agreement



Bro o ke  Utilitie s . In c
P. O. Box 82218 • Bakersfield. California 93380-2218

Customer Call Center • P.O. Box 9005 San Dimas, California 91773-9016 - (800)270-6084

ROBERT T. HARDCASTLE
(661) 633-7526

Fax (781)823-3070
RTH@brookeutilities.com

Loren Peterson
S tra wbe rry Hollow De ve lopme nt Co., Inc
P.O. BOX 2141
Pine . AZ 85544

Re: Proposed Water Punch use Agreement

De a r Lore n

I apprecia te  your interest in proposing the  above  referenced agreement. Thank you

As you can see  by the  a ttached document our modifica tions  a re  fa irly extens ive  but most
of the  founda tiona l issues  have  rece ived le ss  a ttention. My inte res t in this  agreement is  tha t it be
even handed and near equivalent to both parties. It seems to me that each of us has a  benefit to be
re cogn ize d  by ou r ind ividua l o rga n iza tions  a nd  wa te r cus tome rs .  I con fe s s  tha t I wa s
disappointed to not see  more  water supply made available  under this  agreement

For your cons ide ra tion, I have  provided a  few a reas  of the  agreement be low tha t we  find
the most obi ectionable  and respectfully request your reconsideration of these  areas and numerous
others

(a)

(b)

Wa te r  Qu a lity - a s  provide r of pota ble  dome s tic wa te r from your wa te r s ys te m it
s e e ms  re a sona ble  tha t a  purcha se r of the  wa te r should e xpe ct it to me e t the  wa te r
qua lity s ta nda rds  re quire d by re gula tion - whe the r cus tome rs  of P ine  Wa te r Co. or
S tra wbe rry Hollow Dome s tic Wa te r Improve me nt Dis trict re ce ive  it. Accordingly, it
seems reasonable  tha t wa te r trea tment of the  wa te r, if required, should be  pa rt of the
purchase  price
Ava ila b ilitv Ch a rg e in e ffe ct the  propos e d a gre e me nt re pre s e nts  little  or no
economic risk to S trawberry Hollow. A risk bia s  such a s  tha t inhe rently repre sents  an
arrangement tha t is  not equitable  to both parties . At the  very least, it seems reasonable
tha t if P ine  Wa te r Co. we re  to unde rta ke  s uch ris k tha t ple ntiful qua ntitie s  of high
quality water should be  guaranteed by the  agreement
Sale o f Ad d itio n a l Wa te r - while  it ma y be  logica l to  th ink tha t P ine  Wa te r Co
always requires  supplementa l wate r supplies  tha t it not the  case  during winte r months
If P ine  Wa te r is  compe lle d to buy a dditiona lly a va ila ble  wa te r it is  ve ry like ly, during
certa in times of the  year, tha t such water would be  opera tionally unnecessary and

Loren Petersen

(c)

Brooke Water L.L.C. Circle City Water Co. L.L.C. Strawberry Water Co., Inc. Pine Water Co., Inc
Payson Water* Co., Inc. Navajo Water Co., Inc. Tonto Basin Water Co., Inc
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(d)

(e)

(f>

(8)

(h)

would be  price d a t a  pre mium in e xce ss  of the  cos t of othe r supplie s . This  condition
would tremendously disadvantage  Pine  Water ra tepayers.
De pos it - it s e e ms  fa ir tha t a  de pos it should be  he ld to a s sure  pa yme nt of a mounts
due  unde r the  a gre e me nt. An e xte ns ion of this  re s pons ibility to provide  liquida te d
da ma ge s  for a  pos s ible  good fa ith omis s ion of a  pe rforma nce  obliga tion ca us ing
forfe iture  of the  deposit is  onerous .
Mo s t Fa vo re d  Na tio n - it s e e ms  e quita ble  tha t P ine  Wa te r should purcha se  wa te r
from S tra wbe rry Hollow tha t is  no more , but no le s s , fa vora ble  tha n a ny othe r pa rty
purchas ing wa te r.
As s ignment of Contrac tua l Rights - to a ss ign rights  of cus tomer account colle ction
to S tra wbe rry Hollow, a n unre gula te d e ntity, by P ine  Wa te r, a  re gula te d e ntity, is
like ly a  re gula tory impos s ibility. In a ddition the s e  conditions  a re  unduly bia s e d in
favor of S trawberry Hollow a t the  expense  of our ra tepayers  in P ine .
In d e mn ific a tio n - hold ha rmless  and indemnifica tion sections  of agreements  a lways
function best where  they are  as  evenly balanced as possible . The  proposed agreement
provides  for an indemnifica tion section tha t is  unacceptable  to P ine  Wate r.
Ava ila b ilitv Ch a rg e  Fo llo win g  Te rm in a tio n - it s e e ms  ve ry unre a s ona ble  tha t
te rmin a tio n  a t will o f th e  a g re e me n t b y P in e  Wa te r s h o u ld  n o t re s u lt in  th e
continua tion of e conomic pe rforma nce  throughout the  te rm of the  a gre e me nt a t
sizeable expense and cost to Pine Water rate  payers.

In conclus ion, while  we  a ppre cia te  tha t it is  your goa l to minimize  ris k to S tra wbe rry
Hollow, a s  the  owner and ope ra tor of a  regula ted utility we  must cons ide r the  prudence  of eve ry
de cis ion we  ma ke . The  burde n the  Agre e me nt pla ce s  on P ine  Wa te r's  ra te  pa ye rs  for a  ve ry
modest amount of additional water supply does not appear to us to be  reasonable  or prudent.

Fra nkly, in tha t light, it would be  our pre fe re nce  to s ta rt a ga in. Towa rds  tha t e nd, I ha ve
a ttached a  copy of our s tandard Wate r Sharing Agreement, severa l of which a re  in now in place .
In the  las t ra te  case , the  Commission was made  aware  of these  agreements  and did not question
the ir va lidity or reasonableness . Moreover, we  have  a lways  kept and intend to keep our promise
to your ne ighbors  not to advantage , or disadvantage , one  wa te r sha ring "pa rtne r" from anothe r.
All our wa te r sha ring "pa rtne rs" te rns  and conditions  a re  ma te ria lly the  same . We  hope  you will
agree  it is  in the  public inte re s t to proceed a long these  lines  and I would invite  you to review the
attached Water Sharing Agreement and provide  your comments and suggestions.



Loren Petersen
S tra wbe rry Hollow De ve lopme nt Co
Water Purchase Agreement
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I a nxious ly a wa it your furthe r comme nts

Sincere ly

Robert T. Hardcas tle
President

Cc MJ
Jay Shapiro, Esq
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WATER PURCHASE AGREEMENT

This WATER PURCHASE AGREEMENT (hereinafter the "Agreement") is made and
entered into this day of May, 2006, by and between Strawberry Hollow Development
Inc., an Arizona corporation, (hereinafter referred to as 'Water Producer"), with its principal place
of business in Gila County, Arizona, and Pine Water Company, Inc. (hereinafter referred to as
'Water Company_') 1 Deleted: Distributor

RECITALS

\X/hereas, the later_ _(;company_Rrovides_ domestic_ water _to_ progertypwners- vdthin _the_ area
described on Exhibit A. attached hereto; and

I De le te d : Wa te r Dis tribu to r

V(/hereas the Water Company is a public service corporations within the meaning of Article XV of the
Arizona Constitution, Arizona Revised Statutes ("A.R.S.") § 40-202 et. seq. and Arizona Administrative Code
("AAC") § 14-2-406 and is, therefore, subject to the various joint and several jurisdictions of the Arizona
Corporation Commission ("ACC"), Arizona Depa ent of Environmental Quality ("ADEQ"), Arizona Department
of Water Resources ("ADWR") and other regulatory authorities, not expressly described by this section, which may
have jurisdiction over the operations of the Water Company and are hereafter collectively referred to as "Regulatory
Authorities"' and9

Whereas, the Water Producer desires to sell and {after_Company_d_esires .to_ pure_hase_water
from the W ater Producer's W ell or W ells to be distributed to property owners and other water users
within area set forth on Exhibit A; and

1 Deleted: Water Distributor

Whereas, the NVater_ _ Company _ .and_ _ Water_ _Producer_ _d_esire_ _ to _ .set. - forth _ _the _ _terms _ _and_
conditions for the Water Producer's sale to ({after_Qompany__of_ _water_to..l)e_dis_tri_lgutegi -tljtrougl'}_ the
domestic water distribution system of the aler .C.omp_anlt (Referredto _herein .as-'_'\1{ater_Sys_tem_'t) . -

I
I
1

Deleted :

Deleted :

Deleted :

Water Distributor

Water Distributor

Water Distributor

I
I

AGREEMENT

NOW, THEREFORE, THE P ARTIES  HEREBY S TIP ULATE, COVENANT
AND AGREE AS FOLLOWS:

1. Sale and Purchase. W ater Producer agrees to sell and W ater Company_ agrees-tq
purchase water used in the Water System, as more specifically described below:

[ Deleted: Water Distributor

I Deleted: Water Distributor

I  Deleted: Water Distributor

(A) Water: Water -Company..agrees ~to purchase up ro~ 55582000 .gallons of- water _. ,
per month at a price and in a manner set forth herein. The maximum daily demand shall
not exceed 18,000 gallons and shall be regulated using a methodology mutually acceptable to
Water Producer and Water Company. The Water Producer shall not be obligated in any
twenty four hour period to provide more than this amount of water to the N(/ater Company
The maximum amount set forth herein is subject to the acceptance of the Water Company,
Once this document is executed, the maximum amount of water purchased per month shall
remain as set forth at that time and the Water Provider will not reduce said amount, subject
to the terms and conditions hereof

Deleted: Final verification as of the date
of the entry into this agreement

(B) Connedzbn. The Water Producer shall p:owlde )Vater _Company_ access__to_ the
water at a designated place of connectioq_.(the _"Delivery_Point).which_is acceptable_to _Water
Company. The point of  connection shall be through appropriate piping according_to_the

l Deleted: Water Dismb

1
I

Deleted

Deleted
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Uniform Plumbing Code. ;['he_ p_oint of connection_n__sha!l_ have._the_ cagacig and_ pressure Cr similar regulations accepted
by the Water Producer, t
Dele ted :1,

necessary to provide a flow at a rate of 12.9 gallons per minute

(C) *Quanliy of Water Provided The Parties agree that theWater Producer shall not

be required in any month to provide more that the amount set forth in Paragraph A above
however .in. the _event.1;hat_ the _Water_ltrog'l.ucer_ has_ excess. water _the . Water Producer .has
the option, pursuant toparagraph 1 (p) hereof; to sell such water to the NVater_Qompany f Deleted: Water Distributor

Dele ted Page Break

(D)

{ Deleted: Water Distributor

| Deleted: Water Distributor

I  Deleted: Water Distributor

I  Deleted: Water Distributor

1 Deleted: Water Distributor

I Deleted: Water Distributor

1 Deleted' Water Distributor

r Deleted

Deleted ° Water Distributor

l Deleted: Water Distributor

Deleted: 5

Deleted: at the Water Distributors sole
€XP€(\SC1l

Company by other documented bill the  Wa te r_--Comp.any.
| Deleted: Water Distributor

r Deleted: Water Distributor

Menrurment
The water measurements shall be made by the Water Producer, once

each month, through equipment installed by the Water Producer to measure
the amount of water taken by the X[ater__(;omp_an*y_.___Notljrir}g.herein shall
preclude the §Vater_ Company from likewise _monitoring the_ amount of water
entering its Water System at or after the Point of Delivery. The rate of the
How of water entering the later Companjs_system_at_ the. Point _of Delivery
may be regulated by rate-of flow controllers or other methods installed b
the Water Producer. It shall be the responsibility of the Water Producer to
notify the Water Company in the event the daily maximum amount of water
supplied has been exceeded. The )lVater_Company_shad1_have.access_to__all
records of the meter readings and further shall be entitled to be present at
the dine the meters are read, providing request to be present is provided to
the Water Producer at least 72 hours in advance of a water meter reading

The costs of the necessary and reasonable equipment installed by the
Water Producer shall bepaidby the }Water_Qompany_within. thirtydays_ofthe
date of an invoice being presented to the /ater_Qompany_.__Al1_equipment_o_f
the W ater Producer shall be annually calibrated and results of such
calibration shall be provided to the Water §ornpany._Al.l_costs_related.to_d1is
section shall be incurred in the most cost effective and reasonable manner
possible
3 The l/ater_ _Company may .only _examine _the _meters_ _or equipment .of
the Water Producer accompanied by representatives of the Water Producer
The Water _Qompany _sh_all_ _make_no__adjustments to_ the. water .measuring _or
flow controlling equipment without the prior consent of the WaterProducer

In the event that the calibration indicates that the meter is inaccurate
by a factor of 3'/_o_either_too_hi_gh_or_too_low,__the__meter_shall__be_deemed
defective and shall be replaced by the Water Producer

If the water meter is out of service for any reason, the W ater
Producer may reasonably estimate the amount of flow to the Water

means and W _
accordingly. As a condition of challenging a bill presented pursuant to this
subparagraph, the ,}Vater__Com_pany__sl1all__ Erst . pay the __bill,_ __noting__ its
objections thereto. The Parties then may engage in their dispute resolution
method of choice to resolve this dispute

Deleted: Water Distributor

(E) .Qua/Qy of Warn' Padded The Parties agree that the Water Producer make
every reasonable to assure Water Company that the quality of the water produced meets or
exceeds the requirements of appropriate_federal,__state_or__locad_laws_or_regulations_.___As_a
condition to the effectiveness of this Agreement the Water Producer agrees to submit all
water quality testing reports related to the water sources of the Water Producer for the
immediately preceding twenty-four months. The aler _Comp_any__is._responsih1e _for_testing

Deleted: Water Dis tribute
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Deleted: all necessary water treatment
and purification prior to the water being
introduced into the Water DisMbucofs
Water System.

Deleted- In the event that the problems
with the water quality are due to the
actions or omissions of the Water
Producer, then and in thatevent, the Water
Producer shall take the steps necessary to
rectify the situation, or in the alternative,
the WaterProducer may declare this
Agreement terminated at will as provided
herein. The Water Distributor further
agrees to hold the Water Producer
harmless from any claims or damages
arising as a result of the chemicalor
bacterial or vital presence or content in
ggjd water.

v- . -Producer- s kcc_p_

right to provide water to any area currently being served by Water Producer;

(F) Rzghn to RealPapery U.re. The Water Producer shall assign to the Water
Company, by easement or license, all real property usage rights and interests therein
necessary for the connection of the Water_Qompanjs_Water_system_to_the_Water Producer's_
facilities and for the maintenance of the §Vater_Company_'s_Water System up _to the Point_o_f
Connection. . . . . .
under any circumstances, to create a 'i§g prendrel_interes_t _or _a P!E9§F."1F¢*l*€-lt9i interest in
the water or create any continuing or perpetual interest in the W ater or the lands of the
Water Producer for the benefit of the ,Water_Qompany_....No_provision.of.this_Agreement
shall be construed to create any type of joint or equity ownership of any property or any
partnership or joint venture. Neither this Agreement, nor any acts of the Parties hereunder,
nor the Y/ater_Qompa_ny's payments, shall_he_ construed as grantin8_to _or otherw'ise_vesting_in
the }Water_Compa_ny_any_nght__t1tle _interest or equity in the lands water or.water_wel.l and
related appurtenant facilities of the Water Producer.

of the water to assure compliance with all applicable federal, state and local laws and
regulations. Such testing of the water shall be conducted by the Water_company,_ifpractical,_ __
prior to the mixing of said water with any other in the }1Vater_Company's Water System.___In .
the event that the aler Com_pany_receives_test_resu1_ts_which indicate _that the water is_ not_o_f
the Quality mandated by federal, state or local law or regulations the ,Water_Company _shall
immediately report the non-compliant water quality test results to the Water Producer. The
Water Producer is at all times responsible for providing Water Company with water that is in
compliance with all applicable federal, state, and local laws and regulations. The Water
Producer shall take all reasonable necessary steps to provide compliant water quality to the
Water Company at all times,__In_the_event_the8uantity_of.water_provided _by Water Producer
is interrupted, in whole or part, for more than tree consecutive days because of failure of
the Water Producer to comply with this section a reasonable and equitable offset to any
amounts payable by Water Company shall be made which resects the value of non-delivery
of water for thesameperiod.,.

5

Wafer Producer; Exclusive Rzgbzif Water*

Co m m e n t  [ m s off ioel ] :  Plea

Comment [MSOffice2]: Pleas( 121

. Formatted: Highlight

\e,

1 Deleted: WaterDistributor

1 Deleted: Water Distributor

f eted:

Deleted:

1 Deleted:

Deleted: , through no fault of the w
Producer,

Water Distributor

Water Distributor

Water Distributor

Water Distributor

-W
-aler

I
in
I

I

Neither said assignment nor the sale of water as herein described shall act,
. | Deleted:warer Distributor

fl
f Formatted: Highlight

Deleted:Water Distributor

't Deleted: Water Distributor

[ Deleted: Water Distributor

1Deleted: 11

I
~l
~l
~l
~l
I

(I) Water Rzg/Jf.r Ar udzkafion. Water Producer shall retain any and all rights ro
water and claims for rights to use in the water rights adjudication styled IN RE: ALL
RIGHTS TO THE GILA RIVER SYSTEM AND SOURCE Maricopa County Superior
Court Causes of Action Number W-1, W-2, W-3, W-4 or any other water rights adjudication
occurring to which the Water Producer is currently a party

Deleted: 11

Deleted :

Deleted :

Contrufalal Rlgh/J. he_ [ 3 9

any rights which it may[ [4 ]  \

or may be a party, now

De le ted: 11

r._1p151

r61

- - Eaniivi 1222: -éjF!b»»̀ £n}a mér fr , " .rkrx_. _Tl1e_Water_P_roducer _s1141. _____ - .- Deleted:WW Dame»¢=¢r
§ontro1_ ,the__rate .Ag flow_of_wat:er,_ in_accord_ance_ win]g_sectio_ns_ 1 -(4)-ang _(g). ab_ove_,_§lrom t_l1e_ -9 _ _ _ _ - -
Water Producer's facilities into the Water System of the Water_Company_._`.

sole party to

l Deleted: and dictate

I
I
l
1(L) Bar/ef/ow Preuerztzbn, Water Company shall provide, at the_}X/ater_ Deleted: Water Distributor

Deleted :
The W

Company's sole cost, appropriate fixtures and facilities to preclude the backflow of any water
from the Water System of the NVater_Cornpany_into.the_facilities_,of_the_Water _Producer.
Such Backflow prevention facilities must be installed in a professional manner in accordance
with regulations relating to such installations.

(M) Impn'tian.r. The Y[ater__Company.agi:ees__that__the_ Water.Produce5__or_its_
designated agent, may examine the Backflow Prevention Facilities at any reasonable mc

4
I

Deleted: Water Distributor

1
| Deleted:or well

deleted:

I  Deleted: Water Distributor

Notwithstanding anyth g_5nl'7]

Deleted: WaterDistributor |

Deleted: WaterD istributor I

and approved by the Wirer [8] |
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Deleted: at its sole discretion sell such
water to the Water Distributor upon such
terms and conditions

Deleted: The Water Distributor agrees
that it shall waive any and all claims which
it may assen against the WaresProducer
regarding the diminution of the quantity of
water supplied for any reason.

1 Deleted: Water System

Deleted: Water Distributor

1
1

Deleted: Water Distributor

Deleted: Distributor

Deleted: Water Distributor

1 Deleted: Water Distributor

during normal working hours, and may examine the Delivery Point ,o_f the after_Cornpany _ _
for leaks or other problems at any time during normal working hours. The Water Producer
agrees that, except in the case of an emergency, that it shall provide at least Z4 hours notice
to the Water Companythrough a_means_designated.by_the__\x[ater_Company,for_giving_short
term notice, so long as said means do not necessitate the incurrence of unreasonable
additional costs to the Water Producer. In the event that the Water Qo any_or_its_a_gents
chose to accompany the Water Producer or its agents in the inspection, as provided by this
section, the Parties agree to cooperate and conduct the joint inspections in a timely
In the event of any emergency situation which either endangers the water of the Water
Producer, or other emergency which impacts upon or imperils the water, the well and related
appurtenant facilities, or the quality or quantity of water being distributed to the NVater
Company, the Water Producer may conduct its inspection immediately, giving notice of its
inspection to the}lVater Comp_any_as_ provided_herein Deleted: Water Distributor

Deleted: Water Distributor

Deleted: Water Distributor

(N) Internqbkbn: of Water Pmdurtion or Pnwzlrion. The Water Producer shall be
entitled at any and all times ro install, maintain, repair, and replace such equipment or
devices or to take any other action under emergency conditions (including, but not limited
to, reduction or cessation of water service to the Y[ater__§ompany1..as necessary or
appropriate for the operation of its well and related appurtenant facilities. The }Water
Company further agrees that on occasion the provision of water may be interrupted due to
reasonable and necessary maintenance considerations, interruption in power, equipment
failure or other similar reasons, or may be interrupted due to the declaration of an
emergency by the appropriate authorities requiring the diversion of water from the normal
users for emergency use such as lighting_Eres_or i`or_other__catastrophic reasons andthe
Warm Company agree_s_to _wa.\ve_any causes_of action which 1t_may_have_a st the_ Water
Producer arising out of such service interruptions.

| Deleted: Water System failure or to

, |  Deleted: Wafer Disrributar I

Deleted: Water Distributor

Deleted: Water Disrriburor

~l
I

(o) Tawiwing with loVell and R:latedApp1m'enant Fadiliex. All valves releasing water
from the W ater Producer's facilities to the ,Water_ComRany located _upsaeamof the Delivery
Point shall be operated by the Water Producer. The Q(/ater_Company_agrees_that_under_no_
circumstances, unless directed by the Water Producer, will the }Water_QomQany _tamper_with ..
the ,facilities of the Water Producer located upstream of the Delivery Point,

Deleted: Water Distributor

Deleted: Well of the Water Producer or
any related appurtenant

, nor make any adjustments to
any controls or valves or ocher flxmres
existent on Lhe property of the Water

Deleted(P) Sale 0f Addilional Wafer: Should the Water Producer have available at any
time waters not allocated to thqw_ater_Com}_>any,__or__any._other_with__whom__the.Water
Producer may have a contrac tual  ar rangement f or  the provis ion of  water ,  the W ater
Producer may offer for sale to W ater Company such additional water at reasonable terms
and conditions as _the_Parties _may ggreeupon _at_ that_ time._ _ .Nothing_herein _shall _compel the
Water Producer to sell additional water to the X[ater_Qompany.nor_comp_el_Water.QomBany _
to buy additional water from the W ater Producer.

l Deleted: is

Deleted: Water Distributor

I

Tam of tbirAgreement. The Parties agree that this Agreement shall remain in full
force and effect for a term of ten years from the date hereof, unless sooner terminated as
provided herein.

Deleted: Water Distributor

[ Deleted: four

(R) Dbninudan of Water .S`x¢Pb'. J_n_the_event_t11at.the_supply_of water is. diminished _or
reduced by more than Etty percent for a period of more than Eve `days,._the__availabiliry
charge shall be reduced by the proportion that the available supply was diminished until such
time as the supply has been re-established. In the event of a reduction of the supply for a

Deleted: 60
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Deleted: If the supplyremains
diminished by more than50%,after181)
days thiscontract shallbe deemed
renninaced

Deleted: of all of the terms and

conditions of this Water Purchase

Agreement. Water Distributor

Deleted: , promptly when due, or if it
shall violate any of the other covenants

conditions or Agreements of this Water
Purchase Agreement,

Deleted: damages suffered by Water
Producer as a result of Water Disttibutofs

default, to the extent of the amount of the

damages suffered. The rernamderof the
amount, if any, shall be forfeited tolthe 191

2. Water Plnoducer's Responsibiigy for Liab1Wdes. }1Vater__§ompany__does__not
assume, and shall not have any obligation or liability for, any debt, tax, obligation or liability of
Water Producer, except as expressly providedherein

n

(S) Insurance. The I_ater _ _ Com_p_an_y_ _shall _ carry _ a _Qeneral _ Liabil.i13{_ _Insurance _
Policy in an amount of $2\,Q00,_000_.00__narning__t1}e _Water_Producer_ as_an__additionai _named_
insured and shall provide a copy a Certificate of Insurance so indicating the interest of the
Water Provider.

period of more than fifteen ̀ day§_the 7Vater_Company__ag§ees_to_coop_erate_with_the_ Water
Producer and accept a reduced amount of water. v_

a

Purchase Price.

(
,r
31
~1~(

r

I

J

Uagetem

1 Deleted: Water Distributor

[8 4 8 4  :

Deleted: submitted to

Deleted: Water Distributor

Deleted: 8

Deleted: Water Distributor

Deleted: Water Distributor

Deleted: and eight cents

ed:

: not greater than 180

Thirteen

Water D

date

5

526

istributot

)
n

I
I
I
I
I
I
I
I

Deleted: WaterDistributor

the  Wa te r Compa ny s ha ll Ba y to the ater.
Deleted : sixty

i Deleted : 6

termination of this W'| Deleted:

Deleted:

442 [111 I

_o_ I 21o

(A) Price. The Water*Company sha11pay_ .the_Water Producer the sum_of Eight ,/| Deleted: Water Distnbutor
dollars ($8.00Q p_er one thousand_8a11ons of water during the months of May_ through

during the mondays October through April annually, payable in immediately available United 41Deleted:five hundred twenty six
States funds within fifteen (15) days of the receipt vofbillingforthe same**by.the_Water .-
Producer, said invoice being sent to the Watercompanyattheaddres_s_notedherein for
Notices, time being of the essence of this agreement. , l

Dqbox i t . T h e  W a t e r c o m p a n y _ s h a l l _ p _ a y t o t h e _ W a t e r . P r o d u c e r _ a t t h e t i m e o f , I Deleted: Water Distributor

the execu t ion  of th is  document  the sum of f ive Thousand  Pol lars_Q$_5 , .000 .00 ). .as_and_ for_a /,1 Deleted: Water Distributor

deposit. This sum shall be retained by the Water Producer as and for a guarantee that the V
Water-company shall tunely pay.all_1nvo1ces when the.s_ame*_are received-by-,the_Vater / Deleted:water Distributor
Company at the address set forth herein.

(C) Puzpoxe of the Dqbofii Water Producer and \1Vater_Company stipulate andagree
that said deposit shall not be construed to be the last month's payment for Water. N(/ater
Company agrees that such deposit shall secure the faithful performance by N(/ater_Co_mpany_
to pay all mounts due under this Agreement. We_ter_company agrees that if it_shall _fail to_pay_
the charges for water as required by the terms of this AgreementWater Producer.s.hall_be*
entitled to apply the deposit hereinabove described to any unpaid amounts plus reasonable
costs related to collection of overdue amounts., Nod1in8conta.inedin this paragraph shall_in
any way be construed to waive any of the Water Producer's other remedies as provided
herein. In the event of water Company spayment_ofall amounts .due.under_this_Agreemen§
Water Producer shall refund said deposit to Wate-rQompany .within.thirty_3,0)days of the <\1j-
conclusion of the term of this /greementy performance of an of ..1191

l .  \ \ Deleted: WaterDistributor
( D ) Avaz'lahi8g/ C/Jage. The  X ( /a te r  Company  -agrees  tha t_each_and  eve ry  mon th Lu

y - Producer an-availabilitycharge_calculated.as_set *ix*
forth herein. The Availability Charge is equal to the difference between the amount of water
delivered to the X(/ater Company andthe*amount_set_forth_in Paragraph 1A hereof es* the*_ \
rate provided in section 3 (A) herein. \ and compliance with

~̀ Deleted:Water Distributor
(E) Late C/2a@e.r. If the Water_Compa_ny_i_s_late* in-the-payment--of any-charge or__

fee due and payable to the Water Producer hereunder a late fee shall be paid. The amount D feted'w D 'b
of the late fee shall be equal to the amount owing and due times one per cent per month, e - aler isth tot
compounded monthly. |

September annually and the sum of Six Dollars ($6.00) per one thousand gallons of water

,f @elered= W ater Distributor

| Deleted: Water Distributor I

I  Deleted: faithful and full

o f $8.08 per one thou an_ [131

| Deleted: Water Distributor

Deleted: Water Distributor

3.
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Deleted: 'H

(9 G1/arang o_/'Puyfnenzi

Consent ofArlkona Colporation Commission. The Parties agree that, at any
time, should approval of this Agreement be required or desired by the Water Company or any
regulatory agency that the farties*agreetowork__cooperativelyto__obta.in_s*ame Accordingly
effectiveness of this Agreement and any performance obligations of the Water Company, as may be
provided hereunder, may immediately be terminated in the event any regulatory agency shall not
grant approval of the Agreement

Testzhg of Wares: W'hile theWater Producer may, but is not required, to conduct
testing of the quantity and quality of the Water being provided hereunder, the aler _Company
fully responsible for compliance with all applicable federal, state and local laws, rules and regulations
pertaining to the quality ,o_f_the_Water_being_acq_uired_hereunder_. ;Ì he,water_Company_shall provide
to the Water Producer copies of all results of testing conducted by the }X[ater_Qornpany _of the water
introduced into its Water System at the Delivery Point, said results being provided within three
business days of the receipt of the same by the '\Yater_Cornpany

.]....

Deleted: . _
Should the Water Distributor fail to pay
the Water Producer in a timely manner as
described herein, the Water Producer may
at its sole discretion, exercise therights
provided ro it pursuant to Section 1 (G)
and directly bill the customers of the Water
Distributor and collect and hold the
payments, applying the same to the
delinquency rising hereunder. Following
the termination of this Agreement, once
the Water Producer has beenpaid in full, if
Ir continues to provide water to the
customers of the Water Distributor, it shall
continue to bill said customers andcollect
such amounts as billed, directly, and
continue to provide water to Audi
customers of the Water Distributor

6. Ptesexvanion of Water Rights 121 Water Produced: The Parties agree that the Water
Rights of the Water Producer are a material aspect of this Agreement and further covenant

. Deleted : :he

(®---__ _1§Ta_Wafer Rz;gbr.r__.I'he }1Vater__QomRany_ _shall sell_the_ _water_as a_ _commodity

and neither receive nor retain any property rights in said water nor the use thereof

Deleted: However, the parties agree that
neither will take any action to subject the

Water Producer co the jurisdiction or
control of the Arizona Corporation
Commission

I
I

Deleted:

Deleted :

Water Dis triburor

Mid quantity
Representations, Wanandes and Covenants of Water Produce; Water

Producer, ro the best of its knowledge, represents, warrants and covenants, to Water Company*the
following, as of the date of this Water Purchase Agreement and as of the Execution of this Water
Purchase Agreement

t

(A) Corporation. Water Producer is a corporation organized under the laws of the
State of Arizona. Water Producer has all power and authority necessary to carry on its
business as now being conducted. Water Producer is not a regulated utility in the State of
Arizona

|  Deleted: Water Distributor

I Deleted: Water Distributor

I Deleted: Water Distributor

De le t e d : 'H
(B) Auf/Jon'{a!z'on. The execution of this Agreement by Water Producer and its

delivery to Water.Company and the cons adon _by_ Water Producer- of the -transactions
contemplated herein have been duly authorized by all necessary action on the part of Water
Producer. No further authorization will be necessary on the part of Water Producer for the
execution, delivery, performance or consummation of this Water Purchase Agreement by
Water Producer or the cons adon by Water Producer of the transactions contemplated
herein. This Water Purchase Agreement and the transactions contemplated hereby are valid
and binding upon Water Producer and enforceable in accordance with their terms

(C) Rntricdons. There are no governm ent al res t r ic t ions  on Water Producer 's

ability to deliver water to the ,Water_QomQany_ as _provigiegi herein
Deleted: B

(D) fudgtnentr. There are no judgments, liens, encumbrances, impediments to
Ade, orders, writs, injunctions or decrees to which Water Producer or Water Producer's
Business are subject or bound which have any impact upon this Water Purchase Agreement

Deleted: Water Distributor

Deleted: Water Distributor

1Deleted: Water Distributor

Deleted: Water Distributor
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(E) Maintenance 0fPreIniJre.r of the We//. Water Producer agrees to keep and maintain
the Well in good operating condition, subject to the terms hereof, in compliance with all
applicable federal, state or local laws, rules or regulations

Environmental/Malteri
(i) W ater  Producer  holds ,  and shall at  all t imes maintain full- -
compliance with, all permits or licenses ("Environmental Permits") which are
required by the Arizona Department of Environmental Quality and the
Arizona Department of Water Resources, or any other governmental agency
to own, operate and maintain the Well and appurtenant facilities, under any
applicable statute, regulation, ordinance, common law or other law relating to
the protection of human health or the environment, including any public or
private nuisance ("Environmental Law"), and W ater Producer has not
received any written notice of any violation of any Environmental Law. and
Water Producer is in full compliance with all applicable Environmental Laws
with respect to the ownership, operation and maintenance of the operating
assets

Deleted

(ii) Water Producer has not received any written request for information
or be e n notice d tha t it is  a  pote ntia lly re s pons ible  pa rty unde r a ny
Environmental Law win respect to any on-site or off-s ite location relating to
the ownership, operation and maintenance of the operating assets

(iii) Wa ter P roducer ha s  not entered into, or agreed ro, any cons ent
decree or order, and is  not subject to any outs tanding judgment, decree, or
judicia l order re la ting to complia nce with a ny Environmenta l La w or to
inves tiga tion or cleanup of hazardous  was tes , hazardous  subs tances , or
hazardous materials  under any Environmental Law relating to the operating
assets

( i l l There are no claims, actions, proceedings or investigations pending
or, to the best knowledge of W ater Producer, threatened against W ater
Producer before any court, governmental or regulatory agency relating to any
Environmental  Law with respec t  to the ownership,  operat ion and
maintenance of the operating assets

(G) Di.rrM¢3mr of Wafer Pmducerk Wanungl. The Water Producer, except in
consideration of the terms and conditions of this Agreement,,represents_that_the_Water is
being sold to the Y{ater_§ompany__'_'as_is_,_where__is The ,Water_company_has_ had_the
opportunity to inspect the same and accepts the same "as is, where is." Except as provided
in this Agreement, ,there _are .no_ warranties _or_guarantees,__express _o_r _implied _regarding_ the
quantity, quality, pressure, rate of flow, or delivery schedule of water hereunder made by the
Water Producer

Deleted: (hEs presents
(H) Cwxplianfe with Governmental Ru/e.r and Re<guZ4z'ion.r. The W ater Producer

covenants and represents that it is in full compliance with all applicable federal, state and
local governmental laws, rules and regulations affecting its activities subject to this Contract
In the event that the Water Producer is not in full compliance, only in the event that the
Water Producer, through its own intentional acts or omissions, is not in compliance and not

I Deleted: Water Distributor

I Deleted: Water Distributor

Deleted' T

Deleted upon which the Water
Distributor has any right torely
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able to regain compliance within 180 days of the date of notice of noncompliance shall such
noncompliance be considered a material breach hereof

Representations, Watrandes and Covenants of ,Water__ComRanx___~Water
Company, to the best of its knowledge, represents, warrants and covenants, to Water Producer the
following, as of the date of axis Agreement and as of the Execution of this Agreement

Deleted: Wafer Disnrib ulol

(A) Authorization. The execution of this Agreement by aler .QomRany__and_its
delivery to Water Producer, and the consummation by }7Vater_ComQany _o_f _the_tfansactions
contemplated herein, havebeenAudy authorized by all necessary action. }7Vater_Comp_any_has
full power and authority to enter into this Agreement and to purchase the water hereunder

Deleted: Water Distributor

I Deleted: Water Distributor

Deleted : Water Distributor

(B) Fnredam _#om Rzxlriftiom. The execution and delivery of this Agreanent by
Water _Company,_ _the _consummation _by_§Vater_ comp_any_ of_ the_ _transactions_ _contemplated
hereby, and the fulfillment of the terms hereof by §1Vater.Company_do_not_violate_or_conflict
with, and will not result in a breach, default or acceleration with respect ro, any contract
Agreement, commitment, obligation, judgment, order, writ, injunction, decree or
undertaking to or by which Y{ater_Qompany is_ a patjtjy_or_bound

Deleted: The Water Distributor has
obtained any and all approvals from the
requisite federal, site, and local
governmental entities, as the same may be
necessary or required, to enter into this
Agreement

(C) No Other Rqbnnntatiom. §Vater_Company_is_not_re1y§ng_up_on.any_statement
afErl:nation or representation made by Water Producer other than the representations set
forth in this Agreement

l
I
I
1
f

Deleted: Water Distributor

Deleted: Water Distributor

WaterDistributor

Deleted: Water Distributor

Deleted: Water Distributor

Deleted: Water Distributor

Deleted :

(D) Comp/ianre with Gouemnfenial Ru/ex and Regt/atiom. The Water. Qompany-shall
comply with all federal, state and local laws, ordinances, rules and regulations applicable to
the Distribution of water in the WaterSystem

(E) Wafer .Sjrtem Maintmann. The aler_ Comp_any_agrees_ to_rnaintain_ the _Water
System in accordance with the mies and regulations under which jurisdiction is granted to
regulatory agencies

| Deleted: Water Distributor

Deleted: Water Distributor

(p) No ljenx. The WaterCo.mpany. agrees- thatit.shall.takeno actions, norfailto
take any actions that would result in the imposition of a lien or other encumbrance or charge
against any property of the Water Producer, including but not limited to any real property
owned by the Water Producer, the Water, the Well and any appurtenant facilities thereto. In
the event that any third party imposes or attempts to impose such a lien, charge or
encumbrance upon the Water Producer, doe WaterCornpanyshallindemnifyand hold
harmless the Water Producer; shall actively defend any claim or cause of action brought, and
shall take all actions necessary to remove such lienor encumbrance from the property of the
Water Producer. Such action shall be considered the same as a dispute between the Parties
arising hereunder and subject to all applicable provisions of this Agreement regarding the

Deleted : Water Distributor

Indemnities and Waiver: The Parties agree to indemnify each other as follows

(A) Water Pmdum: Water Producer agrees to indemnify §Vater__Qomp_any__and
defend and holdIrharness for, from and against all claims, obligations, liabilities, damages,
losses, settlements, costs, and expenses (including reasonable attorneys' fees, court costs and
other expenses incident to any proceeding, investigation or claim) attributable directly or
indirectly to (i) any liabilities or (ii) ,tbe_inaccuracy_of__any_representation_or.warramy,_not

1 Deleted: Water Distributor

Deleted: on demand

Deleted: the breach byWater Producer
of any covenant or obligationhereunder or
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expressly disclaimed herein, made by Water Producer herein or in any instrument delivered
pursuant hereto or in connection with the transactions contemplated hereby, including, but
not limited to. the Exhibits

(B) Water _C0z'9@zx. _ _Water _Company _agrees_ to_ indemni _Water_ Producer _and
defend and hold Ir handless for, from and against all claims, obligations, liabilities, damages
losses, settlements, costs, and expenses (including reasonable attorneys' fees, court costs and
other expenses incident to any proceeding, investigation or claim) attributable directly or
indirectly to (i) any liabilities or (ii) the inaccuracy of any representation or warranty, not
expressly disdained herein, made by Water Company herein or in any instrument delivered
pursuant hereto or in connection with the transactions contemplated hereby, including, but
not limited to. the Exhibits

(C) Third Pa11Ié.r. The ater_Corr1_pany_and Water Producer _agree that the §Vater
Company and the W ater Producer shall indemnify and hold handless each other Qrom_any
and al l  c laims of  third part ies  who may be users  or consumers of  the water conveyed
hereunder, pertaining ro the condition, quality, adequacy or any other matter related to the
Water conveyed hereunder

Deleted: Water Distributor

I Deleted: the Water Producer

Deleted: Water Distributor

10 Texznzhation
(A) Termination due to nonibgrment In the event that the }7Vater _Company fails _to

pay the amounts owing and due to the Water Producer in a reasonable ,gnanner _as_set_forth
herein, mc being of the essence of this Agreement, the Water Producer may terminate this
Agreement and cease providing water to the Water_Corn_pany. __Before _ceasing.the_provision
of water to the N(/ater_Company__the _Water _Producer_shall _give the later. _Company_tive_(5)
business iiays Notice of Intent ro Cease Provision of Water. Should the NI/ater Company
make payment prior to the termination of the five day Notice described herein, then this
Agreement shall not terminate and shall be in full force and effect

Deleted : Water Distributor

(B) Tar/ninadon for Came. The Water Producer may terminate this Agreement at
any time for Cause provided that the W ater Producer f irst delivers to the W ater _Company
Notice of Termination for Cause to the address set forth herein. The 1Vater_comRany__shai1
have thirty _(3,Q)-.d.a*Y§- from the date of_sai_d_ Notice to correct the_situation_ an_d remove_ the
cause for termination If the )7Vater_company does_so then Agreement sha1l_cont1nue_1n
full force and effect. If the ,Water_comJ:_>any__faiis_to _recd_fj[_the_c_ause_for_termination_vvithin
the thir ty _days f rom the date of  the Notice of  Termination for Cause, then the W ater
Producer may at the end of the thirty day. period teminate _this__Agreement_with_no_further
notice to the Water Company

Deleted: timely

DeletedI Water Distribute

1 Deleted: Water Distributor

| Deleted: Walter Distributor

l Deleted: calendar

Deleted: Water Distributor

Deleted: Should the Water Distributor
fail tomake payment of all amoun@ l

| Deleted: Water D istributor

Deleted: Water Distributor

I Deleted:

Deleted: 1

ten

| Deleted: Water Distributor

Deleted: Water Distributor

tenDeleted :

Deleted : ten

Deleted:

(C) Termination of WilL Either party may terminate this Agreement at will
provided that first the terminating party shall give the non-terminating party think (30) days
Notice of Termination to the address for notices set forth herein. The §1Vater_§ompany_shall
remain obligated to pay any and all outstanding invoices, including any submitted upon
receipt of the Notice of Termination, owing and due to the Water Producer in a timely
manner as set forth herein. In the event all reasonable amounts _are _paid,__then and_only_then
shall the Water Producer return the deposit monies to the XI/ater_ Qompany. __At_the_close .of
the thirty day period provided herein, this Agreement shall be deemed terminated, however
any and all provisions pertaining to termination and breach and dispute resolution shall
survive the termination of this contract

Deleted : such outstanding

f
f Deleted: Water Distributor

| and after applying the  Dw t i 5 ]

| Deleted: Water Distributor

I
| Deleted: Water Distributor

Deleted: In the event of Term

[ Deleted: '1
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(E) Expiration of /lgreement If not sooner terminated as provided herein, this

Agreement shall be in effect consistent with section 1 (Q) herein. ;I'hereupon_it _shelli expire

without the necessity of other or further action by the Parties

Deleted: until the 30th day of May
202010

Miscellaneous Provisions

(A) Additzbna/ Arid or Docwfnentafion. Water Producer and Water Company .agree
to execute and deliver such additional documents and instruments and take such actions as
may be necessary or appropriate to carry out the full intent and purpose of this Agreement

|  Deleted: Water Distributor

De le t e d :

De le t e d

Water Dis ttibutor

(B) Legal Represenfatzbn. All Parties are aware that Water Producer is represented
by the law Firm of Gliege Law Offices P.L.L.C. and Water Companyis representedbythe
law firm of Fennemore Craig or that firm of its choosing. §ac.h.party*shall bearitspown legal
expenses in the negotiation of and entry into this Agreement, however, in the event of any
dispute arising hereunder, the prevailing party in the resolution of said dispute shall be
entitled to the recovery of its reasonable attorney's fees and costs incurred in the resolution
of said dispute, whether die same be resolved through court action or otherwise

Attorney at Law

(C ) Na fice x. All notice s , de ma nds , re que s ts , cons e nts , a pprova ls o r o the r
ins trum e nts  re quire d  or pe rm itte d  to  be  g ive n purs ua nt he re to  s ha ll be  in writing  a nd
de livered or mailed to the  following addresses

,If to Water Producer

Strawberry Hollow Development, Inc
P.O. Box 2141
Pine. Arizona 85544

With a copy to

John G. Gliege
Gliege Law Offices, P.L.L.C
pa,  Box 1388
Flagstaff, AZ 86002

If to Na/ater_ Company. 1 Deleted: Water Distributor

Robert T. Hardcastle
Brooke Utilities. Inc
P.O. Box 82215
Bakersfield. CA 93380

With a copy to

Robert T. Hardcastle
Brooke Utilities. Inc
3101 State Rd
Bakersfield. CA 93309
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4 u

J ay S hapiro, Es q.
Fe nne more  Cra ig
3003 No. Centra l Ave . S uite  2600
P hoe nix, AZ 85012-2913

De le te d : 11

(D) Suaexxars andAJr;4gnJr. This Agreement shal l  be binding upon and inure to the

benefit  of the Part ies hereto, and their respective successors in interest, but in no event shall

any party be rel ieved of i t s obl igat ions hereunder w i thout  the express wri t ten consent  of

each other party except  as expressly provided herein,  said consent  to not  be unreasonably

withheld.

(E) .S èuerab2Yzo/. To th e  fu ll e xte n t p os s ib le ,  e a c h  p rovis ion  of th is  Ag re e m e n t
s ha ll be  in te rpre te d  in  s uc h fa s hion a s  to be  e ffe c tive  a nd va lid  unde r a pplic a ble  la w. If a ny
p rovis ion  of th is  Ag re e m e n t is  d e c la re d  void  or u n e n forc e a b le ,  s u c h  p rovis ion  s h a ll b e
deemed s eve red from this  Agreement, which s ha ll othe rwis e  rema in in full force  and e ffec t.

(F) CounterpuMr. T h i s  A g r e e m e n t  m a y  b e  e xe c u t e d  i n  a n y  n u m b e r

c oun t erpar t s ,  al l  suc h  c oun t erpar t s  shal l  be deem ed t o c ons t i t u t e one and  t he sam e

instrument, and each of the executed counterparts shall be deemed an original hereof.

of

(G ) Governing La w. This  Agre e me nt s ha ll be  de e me d to be  ma de  unde r a nd  s ha ll
be  cons trued in accordance  with the  laws  of the  S ta te  of Arizona .

(H) Entire  Agreement; Captions . Th is  Agre e me nt a nd  the  Agre e me nts  re fe re nc e d
he re in  c on ta in  the  e n tire  Agre e me n t a nd  unde rs ta nd ing  of the  P a rtie s  with  re s pe c t to the
s ubjec t ma tte r he reof, and a ll Agreements  and unde rs tandings , ente red into prior he re to with
re s pe c t to the  s ub je c t ma tte r he re of,  a re  re voke d  a nd  s upe rs e de d  by th is  Agre e me n t.  No
Agre e me nts  or unde rs ta ndings  not c onta ine d in  this  Agre e me nt re ga rding the  s ubje c t ma tte r
he re of s ha ll be  of a ny forc e  or e ffe c t un le s s  in  writing ,  e xe c u te d  by the  pa rty to be  bound
a nd da te d  on  or s ubs e que nt to the  da te  he re of. Ca ptions  a nd he a dings  a re  for c onve nie nc e
only and s ha ll not a lte r any provis ion or be  us ed in cons truing this  Agreement.

(I ) Time. Time is of the essence of this Agreement and each and every provision

hereof. A n y  ext en s i on  of  t i m e g r an t ed  for  t h e p er for m an c e of  an y  d u t y  u n d er  t h i s

Agreem ent  shal l  not  be considered an extension of t im e for the perform ance of any other

duty under this Agreement.

U) Gender and Number. W herever from the context  i t  appears appropriate,  each

i t em  stated in  t he s ingu lar  shal l  i nc lude t he p lural  and v i c e versa,  and t he m asc u l ine,

feminine, or neuter form shall include the masculine, feminine, and neuter forms.

(K ) Modzfcufzbm and Waiter No change, modificat ion,  rescission or waiver of any

provision of this Agreement  shal l  be val id or binding unless i t  is in wri t ing dated after the

date hereof and signed by the Part ies intended to be bound. No waiver of any breach, term,

or condi t ion of this Agreem ent  by ei ther party shal l  const i tute a subsequent  waiver of the

same or any other breach,  term, or condit ion or a cont inuing waiver after demand for st ric t

compliance.
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Deleted: ii
(n) . Cana:/kzlinn. If the Water Distributor
is a municipal Corporation or other
governmental entity in the State of
Arizona, pursuant to Arizona Revised
Statutes §38-511, the provisions of which
are incorporated by reference as if fully set
forth herein, all Parties are hereby given
notice that this Agreement is subject to
cancellation by the such governmental
entity, as its sole option and discretion, if
any person significantly involved in
miuatirig, negotiaMg, securing, drafting, or
creating this contract on behalf of the local
govenitnental entity is, at any time while
this contract or any extension thereof is in
effect, :in employee or agent of any other
party to die contract in any capacity or a
consultant to any other party to this
contract with respect to the subject matter
of this <:onmict.1[

11
(O) . IV/ziier afRlgbt ff W/hier Dir//ibn/or lo
Condo/mWaferal Well iiWafer Pmdurnn
The Water Distributor hereby waives any
and all right, if any, it may have to
condemn the water or the well or the lands
of the Water Producer to effectuate an
involuntary transfer of the property of the
Water Producer to the Water Dis tribute. 11

Deleted: mean a cause or causes beyond
the reasonable control of the Party
claiming Force Majeure, and shall

If U

(L) Coffs of E¢y%rvemenz'. In  t h e  e v e n t o f  any ac t i on  o r  p r oc eed i ng  be tw een  t he

Par t i es  to  en fo r c e  any o f  the  p rovi s i ons  o r  r i gh ts  under  th i s  Agreem ent  o r  on  ac c ount  o f  a

breac h o f  any te rm  or  p rovi s i on  hereo f  ( i nc l ud i ng  w i thou t  l i m i ta t i on  a rb i t r a t i on ,  m ed i a t i on ,

negot i a t i on,  and cour t  ac t i ons  a t  l aw or  i n  equ i ty) ,  the unsuccess fu l  par ty to  such ac t i on or

proceeding agrees  to  pay the preva i l i ng par ty a l l  cos ts  and expenses ,  i nc l ud ing reasonable

a t t o r neys '  f ees ,  i n c u r r ed  t he r e i n  by s uc h  p r eva i l i ng  pa r t y,  i n c l ud i ng  any s uc h  c os t s  and

expens es  i nc u r r ed  i n  any appea l ,  and  i f  s uc h  p r eva i l i ng  pa r t y s ha l l  r ec ove r  an  aw a r d  o r

judgment  i n any such ac t ion or  proceeding,  such cos ts ,  expenses  and fees  shal l  be inc luded

in and as  par t  of  such award or  judgment.

(NI) Third P4191 Ben¢j9cian'eJ1 No Rights Conferred on Others. Nothing in this
Agreement shall confer any right upon any person other than the WaterCompany..and-_,.-
Water Producer named herein.

Deleted: Water Distributor

(P) Cofy'Zdeniz2z/19 and Nondirr/oxure. The Parties agree that this executed
Agreement shall be confidential and that neither side shall disclose the contents hereof or
the existence hereof to any third party without the consent of the other party hereto, except
when such disclosure is required by or mandated by law.

(Q) Mori Favored l Taz'ion.*__.. The Parues agreethat .m the event Water Producer
becomes, during the term of this Agreement, a supplier of water to any other parties that the
terms and conditions under which such other agreements are entered into shall reflect terms
which are not more favorable, in any respect, Man the terms and conditions of this
Agreement. In the event Water Producer desires to enter into an agreement any other party
for the supply of water that includes terms and conditions more favorable than the terms
and conditions set forth, Water Producer shall seek and obtain Water Company's prior
written approval before entering into such an agreement with any other party.

Force Majenre. By reason of Force Majeure,__if_any_party._hereto__shall.be_
rendered partially or wholly unable to carry out its obligations under this Agreement, then if
such Party shall give notice in writing of such Force Majeure to the other Party within a
reasonable time after occurrence of the event or cause relied upon, the obligations of the
Party giving such notice, are suspended so far as such party is affected by such Force
Majeure. The Parties agree that ;yhoever_is.subject_to _such_"Force _Majeure'_'_.shall endeavor
to remove or overcome such inability with all reasonable dispatch. Should such party not be
able to remove or overcome such inability within Fifteen (15) days of the date of its
incurrence, then this Agreement shall be deemed to be terminated at will as provided herein,
and all obligations hereunder shall be treated as if said Agreement had been terminated at
will by the party claiming the Force Majeure. The term Force Majeure as used herein shall
include, but not be limited to natural disasters, strikes, lockouts or other industrial _
disturbances, acts of public enemy, orders of any kind of the UnitedStates of America or the
State of Arizona, or any civil or military authority, insurrections, riots, epidemics, lightning,
Eres, hurricanes, storms, Hoods, washouts, droughts, arrests, restraint of government and
people, civil disturbances, explosions and breakage or accidents to machinery, pipelines, or
facilities.
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IN WITNESS WHEREOF, the Parties hereto, pursuant to duly adopted resolutions of
their respective Boards of Directors, have caused this Agreement to be executed by their respective
duly authorized officers, all as of the date first written herein above

WATER PRODUCER

STRAWBERRY HOLLOW
DEVELOP MENT. INC

WATER DISTRIBUTER

By

PINE WATER COMPANY. INC

By
Loren Peterson_ President Robert Hardcastle_ President
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Bob I-Iardcasde 6/12/2006 10:00:00 AMpagé 6: [1] Comment [msoflloel]
Please clarify your understanding of this term.

Page 6: [2] mmmenrrMsonimz]
Please clarify your understanding of this term.

Bob I-lardcastle 6/12/2006 10:00:00 AM

Page 6: [3] neletéd Bob I-lardcastle 6/12/zoos 10=0z=00 AM
(G) Coniradual Rig/ati. The Water Distributor shall assign to the Water Producer
all contractual rights to sell and distribute domestic water within the boundaries set
forth in Exhibit A and all rights to bill and collect monies to from customers who
receive water from the Water System, which the Water Producer may use to continue
service in the event of a termination of this Agreement, or which the Water Producer
may use to collect payments from die customers of the Water Distributor, should
the Water Distributor fail to pay the costs of the water as provided herein.

Page 6: [4] bélaneu sob Hardcasue 6/12/2006 10:05:00 AM
any rights which it may have to provide water to the area outside of  Water

Distributor's area more specif ically described on Exhibit A, attached hereto.

Page 6: [5] Deleted Bob I-lardcastle 6/12/2006 10:07:00 AM

or may be a party, now or in the future.

Page 6: [61 Deleted Bo b  I-la rd cas tie 6/12/2006 10:09:00 AM

(I) No Rem/e except to the The  Wa te r Dis tributor a gre e s
tha t it s ha ll not s e ll a ny wa te r to  a ny pe rs on, nor provide  s e rvice  to  a ny prope rty
outs ide  of the  a re a  s e t forth in Exhibit A. The  Wa te r Dis tributor s ha ll not e nga ge  in
a ny bulk sa le  of wa te r to third P a rtie s  for purpose s  of de live ry of the  sa me  ins ide  or
outs ide  the  a re a  se t forth on Exbibif A.

Page 6: [7] Deleted Bob Hardcastle 6/12/2006 10:12:00 AM
Notwithstanding anything in this Agreement or in the requirements of any

regulatory agency to the contrary, the Water Producer does not represent or
guarantee to the Water Distributor that the Water prov ided hereunder wi l l  be
provided at any specif ic minimum pressure at the Delivery Point and the Water
Producer is under no obl igation with respect thereto. The Water Distributor
understands, recognizes and acknowledges that maintaining a certain water pressure
in the Water Distributor's delivery system may require the use of storage or pumps
on the Water System, which the Water Distributor shall install and maintain at its
own expense.

Pa9é.6= [slneleteéb sob Hard sue 6/12/zoos 10:14:00 AM
and approved by the Water Producer, or its designated representative, prior

to the introduction of any water from the Water Producer into the Water System of
the Water Distributor.

Page 8: [9] oeleieU sob Hardeasue 6/1z /2006 10:51:00 AM

damages suffered by Water Producer as a result of Water Distributor's default, to the
extent of the amount of the damages suffered. The remainder of the amount, if  any,
shall be forfeited to the W ater Producer as and for liquidated damages. Water
Distributor further agrees that in the event Water Distributor Files or is the subject of
a petition under any Chapter of the Bankruptcy Act of the United States of America,
Water Producer may terminate this Water Purchase Agreement and said deposit shall
be forfeited to the Water Producer as and for liquidated damages.

Ye
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Page8: [10j~Deleted . Bob Hard title 6/12/2006 10:53:00 AM
performance of all of the terms and conditions of this Water Purchase Agreement

Page 8: [11] naeted Bo b  I-la rd cas tle 6/12/2006 10:54:00 AM

termination of this Water Purchase

page 8: [12] oaeted Bo b  Ha rd c a s tle 6/12/2006 10:55:00 AM

4

and compliance with all of the terns hereof.

Page8: [13] Deleted Bob I-lardcastle 6/12/2006 10:57:00 AM
of $8.08 per one thousand gallons. Said Availability Charge shall be paid to the
Water Producer in the same manner as the charges for water are paid pursuant to
Paragraph PA hereof.

page12: [14] belated sob Hardcastle 6/12/2006 11:25:00 AM
Should the Water Distributor fail to make payment of all amounts owing and

due, th.is Agreement she terminate and the Water Producer shall cease providing
water to the Water Distributor without any further Notice to the Water Distributor.
The burden of delivery of the payment to the Water Producer shall rest solely upon
the Water Distributor.

Page 12: us] nenerea Bo b  I-la rd cas tie 6/12/2006 11:26:00 AM

a nd a fte r a pplying the  De pos it Monie s  provide d he re in  to  the  unpa id
obliga tions  of the  Wate r Dis tributor, the  Wate r Producer may re ta in the  remainder
of the Deposit as and for liquidated damages.

page 12: [16] Deleted Bob Hardcas tle 6/12/2006 11:28:00 AM
In the  event of Te rmina tion a t Will by the  Wa te r Dis tributor, the  rema ining

Availability Charge , as  se t forth here in, (tota l charge  per month times the  number of
months remaining under this  contract should the  same continue  until the  end of the
te rm se t forth he re in) sha ll be  pa id in full to the  Wa te r P roduce r in one  lump sum
within thirty (30) days  from the  close  of the  giving of the  Notice  of Termina tion.

page 12: Tm Deleted Bob I-lardcastle 6/12/2006 11:29:00 AM

(D) Continuation of Avai/abiNy Charge her Te/rninalion. The Parties agree
that in the event that this Agreement is terminated prior to the end of the term set
toM in Paragraph 1(Q) above at no fault of the Water Producer, the Availability
Charge set forth in Paragraph 3(D) shall continue until the end of the term hereof as
if the Water Distributor was not using any water, but only paying the monthly
Availability Charge in the amount set forth above. Such amount shall be payable in
full at the demand of the Water Producer upon termination of this Agreement prior
to the expiration hereof.

YZ
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Drafted  Water Explora tion
Agreement



Water Explora tion  Agreement

This  Wa te r Explora tion Agre e me nt ("Agre e me nt") is  e nte re d into this
<da y numbe r> da y of <e ffe ctive  month> <ye a .r> by a nd be twe e n Brooke  Utilitie s , Inc
("Brooke ") with it's  principa l corpora te  ma iling a ddre s s  a t P .O. Box 82218, Ba ke rs fie ld
Ca lifornia  93380 a nd <P rope rty Owne r> a n  individua l, ("P rope rty Owne r") with  its
principa l ma iling address  a t <mailing address , city, s ta te , zip code> (he rea fte r collective ly
re fe rre d to a s  the  "P a rtie s "). The  P a rtie s  do he re by e nte r into this  Agre e me nt for the
purpose  of a llowing Brooke , its  de s igne e  or a s s igne e , to e xplore  for dome s tic, pota ble
water on Property, subject to the  te rms and condition of this  Agreement

Section I: Recitals

WHEREAS , Brooke  is  a  prope rly orga nize d Arizona  corpora tion in good s ta nding
with its  principa l bus iness  loca ted a t tha t loca tion firs t se t forth above , and

WHEREAS . Brooke . a s  of the  da te  of this  Me ntor the  e xclus ive  owne r of
Un ite d  Utilitie s ,  In c .  ("a u "),  E &R Wa te r Co mp a n y,  In c .  ("E &R"),  Willia ms o n
Wa te rworks , Inc. ("WWW"), C&S  Wa te r Compa ny,lr;c. ("C&S "), P ine  Wa te r Co
Inc. ("P ine  Wa te r"), S tra wbe rry Wa te r Co., Inc. ("S tra whe r Wa te r"), a nd Pa yson
Wa te r Co., Inc. ("P a ys on Wa te r"), a ll of which a re  AriZOna  corpora tions  in good
s ta nding ope ra ting in Gila  County, Arizona , a nd, Brooke  Wa te r L.L.C. ("BWLLC")
a nd Circle  City Wa t 's  L.L.C. ("CCWCo."), Arizona  orga nize d limite d lia bility
compa nie s  in gogdS ta nding ope ra ting in Ma ricopa  a nd La  P a z Countie s , Arizona

a ll of which a re  Ariz a bod s ta nding ope ra ting in Nava jo County
Arizona , a nd, a ll of Brooke  wa te r compa nie s  a re  he re a fte r colle ctive ly re fe rre d to a s
Wate r Subsidia rie s"; and

Q"DUI"), a nd Na va jo Wa te r Co., Inc. ("Na va jo Wa te r")

WHEREAS, Wate r Subs idia rieS  ope ra te  individua l wa te r sys tems ("Wate r Sys tems")
purs ua nt to va rious  re gula tory a uthoritie s  in loca tions  de te rmine d from the  va lid
is s ua nce , from the  Arizona  Corpora tion Commis s ion ("ACC"), of Ce rtifica te s  of
Conve nie nce  a nd Ne ce ss ity ("CC&N") throughout a ll of the  a fore me ntione d Arizona
countie s  a nd P e na l County, Arizona , pre se ntly se rving a pproxima te  e ight thousa nd
domestic water customers; and

4. WHEREAS, Wa te r Subs idia rie s  a re  cons ide red public se rvice  corpora tions  within the
me a n ing  o f Artic le  XV of the  Arizona  Cons titu tion , Arizona  Re vis e d  S ta tu te s

e t. seq.
a nd a re , the re fore , s ubje ct to the  va rious  joint a nd s e ve ra l juris dictions  of ACC
Arizo n a  De p a rtme n t o f E n viro n me n ta l Qu a lity ("ADE Q"),  Re s id e n tia l Utility
Cons ume rs  Orga niza tion  ("RUCO"), Arizona  De pa rtme nt of Wa te r Re s ource s
("ADWR") a nd othe r re gula tory a uthoritie s  which ma y ha ve  juris diction ove r the

2.

3.

1.

\buinc\driI1K doc\ Water Exploration Agreement



7. WHEREAS, Brooke desires to explore for water, in that location more fully described
in Exhibit C attached hereto "w location Site") in accordance with this
Agreement, on that property owned Property Owner ("Rropérty"), and,

8. WHEREAS, the Parties agree, acl<iiowled§e' 3" recognize that the process of
exploring for domestic, potable water does not necessarily assure finding same, and,

6. WHEREAS, any a ss ignment of the  bene fits  of this  Agreement by Brooke  to the  Wate r
Subs idia rie s  ma y be  subje ct to the  a dva nce  re vie w, cons ide ra tion a nd a pprova l (the
"Re gula tory Approva l P roce s s ") by Re gula tory Authoritie s . In a ny ins ta nce s  whe re
the  Re gula tory Approva l P roce s s  is  re quire d a  condition pre ce de nt to  the  initia l
e ffectiveness  of this  Agreement is  crea ted. Therefore , where  this  Agreement is  subject
to s uch a pprova l of the  Re gula tory Authoritie s , this  Agre e me nt s ha ll not be come
e ffective , in whole  or pa rt, nor se rve  a s  a  re spons ibility of the  Pa rtie s  to pe rform any
of the  dutie s  a nd obliga tions  he re unde r until the  ke gula tory Approva l P roce s s  is
succe ss fully comple te d in a  form cons is t with such approva l from the  Regula tory
Authoritie s , a nd,

5. WHEREAS , Brooke  de s ire s  to ma inta in the  e xclus ive  right to a s s ign the  be ne fits
unde r this  Agre e me nt to a ny of Wa te r Subs idia rie s  a s  a n a ss igne e  of such be ne fits ;
and,

ope ra tions  of the  Wa te r S ubs idia rie s  a nd a re  he re a fte r colle ctive ly re fe rre d to
"Re gula tory Authoritie s ", a nd,

as

'Sal

9. WHEREAS, the Parties agree, acknow1 ge and recognize that discovery of de
minimum volumes of domestic, potable we£§r may not be economically justifiable, as
exclusives ired by Brooke, consistent with the terms of this Agreement; and,

10. W REAS, the acknowledge that a water source which produces greater
ole es of water is likely more valuable than a water source which produces lesser

volumeSpf water; and,

. 3

ll. WHEREAS, Qperty 3Dwner presently owns Property, as more fully described in
Exhibit A, as deuCed by Property Owner's Grant Deed, Special Warranty Deed,
General Warranty Deed or through an equivalent instrument thereto and attached
hereto as Exhibit B; and,

we

12. WHEREAS, P rope rty Owner des ire s  to a llow Brooke  to explore  for domes tic potable
wate r a t the  Explora tion S ite  of the  Property; and

13. WHEREAS , Brooke  a nd P rope rly Owne r he re by a gre e , s ubje ct to the  conditions
hereunder, to  obliga te  the ms e lve s  to  s ubs e que ntly e nte r into  a  Wa te r S ha ring
Adde ndum ("Adde ndum") in the  form a tta che d he re to for a  pe riod of not le s s  tha n

c:\buine\drillKdoc\Wa1erExploration Agreement
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NOW, THEREFORE BE IT RESOLVED the  Pa rtie s  to this  Agre e me nt do
hereby agree to a ll te rms  and conditions  of this  Agreement a s  follows:

2. Responsibilities of Property Ovmer: Property Owner shall be obligated to fully
cooperate anile,§atall times, provide Brooke and Contractor with reasonable assistance
necessary to cONstrUct the water well. Property Owner shall further be responsible for
( viding Brooke, with a policy of general liability insurance and property damage
ins coverage, wleh shall remain in full force and effect until completion of the
Drilling Contract, of 'at less than three hundred thousand dollars and no cents
($300,000)". biped single limit for injuries to or death of any person or persons and
property d resgilting from each occurrence with evidence of same being
provided to Bro e.. Within ten (10) days of the execution of this Agreement, and (b)
all property tax Sessments of the real and personal property associated with terms
hereunder.

l . Re spons ibilitie s  of Brooke: Brooke  a gre e s  to e xplore  for dome s tic, pota ble  wa te r on
Prope rty by me a ns  of a  contra ctua l e nga ge me nt ("Drilling tra ct") with a  lice ns e d
we ll drilling contra ctor ("Contra ctor"), which sha ll be  e xclus ive ly Se le cte d by Brooke ,
for the  purpos e  of d rilling  a  wa te r we ll on  P rope rty- Bi ke  s ha ll be  fina ncia lly
re spons ible  for the  obliga tions  of Drilling Contra ct e Xce pt a S he re in de fine d. Brooke

necessa rily limited to, de te rmining the  depth of the  wa te r we ll; bOle  s ide  of the  wa te r
we ll, subse que nt fra cturing of the  wa te r we ll, use , a nd to wha t e xte nt, of wa te r we ll
cas ing; wa te r we ll cas ing ma te ria ls ; and a ll othe r reasonable  contingencies  which a re
cus toma rily e ncounte re d with the  drilling of a  wa te r we ll. Furthe r, Brooke  s ha ll be
re spons ible  for providing P rope rty Owne r with a  policy of ge ne ra l lia bility insura nce
and property damage insurance  coyie ij which s ha ll re ma in in full force  a nd e ffe ct
un til comple tion  o f the  Drilling 5 of not le s s  tha n five  hundre d thous a nd
dolla rs  and no cents  ($500,000) corrilg red"s in limit for injurie s  to or de a th of a ny
person or persons and property damag each occurrence  with evidence
of s a me  be ing provide d to P rope rly ( Er within te n (10) da ys  of the  e xe cution of
this  Agreement.

five  (5) ye a rs  which s ha ll comme nce  s imulta ne ous ly with  the  e xe cution  of th is
Agreement.

Section II: Covenants of the Parties

3. Ownership of the Water Source: In all cases under this Agreement the water source
and all equipment and appurtenances thereto, constructed hereunder shall be owned
by Brooke, or its designee or assignee, and Property Owner shall acknowledge
Brooke's ownership of same, in any manner reasonable requested by Brooke, and
shall reasonably cooperate with Brooke in its documentation of such ownership

\buinc\drillK.doc\Wa!erExploration Agreement



4.

5. P roduction De te rmina tion: Brooke  sha ll e xe rcise  its  Powe rs  a nd rights  he re unde r to
d e te rmin e  if th e  wa te r s o u rce  co n s tru c te d  o n  th e  P ro p e rty is  e co n o mica lly
ope ra tiona lly and regula torily jus tified to be  placed into production a s  a  supplementa l
wa te r source  for the  Wa te r S ubs idia rie s . Brooke 's  de te rmina tion unde r this  s e ction
s ha ll be  e xclus ive  a nd ma y be  ba s e d upon a ny re a s ona ble  crite ria  Brooke  de e ms
appropria te  and applicable . In the  event Brooke  de te rmines  tha t the  wa te r we ll is  not
jus tifie d , s ub je c t to  the  crite ria  o f th is  s e n , the n  Brooke  s ha ll be  unde r no

Sharing Agreement ("S ha ring Agffee t") a le r Sharing Addendum

dutie s  or obliga tions  the reunde r, nor sha ll Brooke oder any obliga tion, except a s
de fine d he re in, to othe rwis e  pla ce  the  wa te r s our in to  p roduction  fo r its e lf o r
Prope rty Owner

P roduction of De  Minibus  Wa te r S ource: De spite  Brooke 's  de te rmina tion tha t the

Prope rty Owne r
be ne fit. If. if ve  (5 ) ors  of P rope rty Owne r's  de cis ion to pla ce  the  wa te r
source  into producte N,;Br Qwner agrees  to temporarily share , on a  regula r and
continuous  ba s is . the or prodUction .from the  wa te r s ource  with Brooke , or its

designees or a s s igne e " s ubje ct to the ra te of compe ns a tion ("Re cove ry
Compensa tion") de scribed in D he re unde r, until Brooke  fully a nd comple te ly
recovers  the  origina l costs  associa ted with constructing the  water source

Multip lic ity of Wa te r S ource s: Throughout the  te rm of this  Agre e me nt or the
accompanying Addendum, whichever is  longer, P roperty Owner agrees  not to furthe r
e xplore  for wa te r upon tha t prope rty de s cribe d in Exhibit "A" whe the r for pe rs ona l
dome s tic, or comme rcia l purpose s , without the  prior e xpre s se d a pprova l of Brooke
Furthe r, unde r no circums ta nce s  s ha ll prope rty owne r put a ny wa te r s ource  of a ny
kind loca te d upon the  prope rty de scribe d in Exhibit "A", whe the r e xis ting or not, into
actua l opera tion without the  prior expressed approva l of Brooke

*

§ 5 ~<<

7. Easements  and Access  to Wate r Source: At Brooke 's  option P rope rty Owne r s ha ll
gra nt to Brooke , within fifte e n (15) da ys  a fte r its  re que s t to do so, a nd in a  ma nne r
and form acceptable  to Brooke , a  pe rpe tua l priva te  utility easement (the  "Easement")
for the  te rm of this  Agre e me nt re la te d to the  wa te r s ource  which is  s ufficie nt, a s
exclus ive ly de te rmined by Brooke , for re a sonable  acce ss  to the  wa te r source  on the
Exp lo ra tion  S ite  s o  a s  to  be  a b le  to  pe rfo rm re gu la r re pa irs ,  ope ra tions , a nd
ma in te n a n ce  o f th e  wa te r s o u rce  wh ich  ma y b e  re q u ire d  u n d e r th e  S h a rin g
Agre e me nt. In a ny e ve nt, Brooke , its  contra ctors , e mploye e s , a ge nts , a nd s imila r
representa tives sha ll, a t a ll times, be  a llowed reasonable  access , ingress  and egress  to
the  wa te r s ource  for the  purpos e  of production monitoring, me te r re a dings , wa te r
s ource  s upe rvis ion, production ma inte na nce  a nd re pa irs  a nd a ll othe r routine  a nd
regular pLus*poses normally associa ted with the  opera tion and maintenance  of a  water
source  s imila r to tha t which is  the  subject hereunder

6.
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9. P rope rty Owne r's  Curre nt Wa te r P rovide r: As  indica te d by its  e xe cution of th is
Agre e me nt, P rope rty Owne r doe s  he re by de cla re  tha t it is  not a  curre nt wa te r
customer of the  Water Subsidia ries

8. Lice ns e  to  En te r P rope rty Fo r th e  p u rp o s e s  o f th is  Ag re e me n t,  a n d  th e
re s pons ibilitie s  conte mpla te d he re unde r, P rope rty Owne r gra nts  Brooke , or its
de s ignees  or a ss ignees , a  license  to ente r the  Explora tion S ite  to pe rform the  dutie s
hereunder

1 .

Cons ide ra tion: Upon e xe cution of this  Agre e me nt, Brooke  s ha ll pa y to P rope rty
Owne rs  one  hundre d  dolla rs  a nd no  ce nts  ($100.00) a s  P rope rty Owne r's  fu ll
comple te  a nd fina l cons ide ra tion unde r this  Agre e me nt for the  rights , P owe rs  a nd
privileges  de fined hereunder

Te rm: The  te rm of this  Agre e me rl
above  and sha ll expire  a t the  conclus ion pe riod or sha ll expire  upon the  ea rlie r
e xe cution of the  Adde ndum. Brooke  sha ll, ora tion of this  Agreement, re ta in
a ll rights , Powers  and privileges  he reurii the ir Orce  and e ffect to explore  for
domestic, potable  water a t the  Explorati<88 Site  on the  Property

Success Ass igns: This  Agre e me nt s ha ll be  binding upon a nd inure  to the
b e n e fit  o f th e 'e s  he re to  a nd  the ir re s pe c tive  s ucce s s o rs ,  a s s igns  a nd

tenta tives , pro d, howe ve r, tha t no a s s ignme nt or tra ns fe r of a ny of the
ns , P owe rs , tie s  o r righ ts  cre a te d  in  the  ob lige or a s s igne e  by this

Agreenfe ha ll be  binding upon a ny of the  P a rtie s  to this  Agre e me nt until s uch
assignment

Section V: Genet Conditions

S e c tio n  III: Co n s id e ra tio n

S e c t io n  IV: Te rm

2. Inde mnifica tion: a ch Pa rty (the  "Inde mnifying Pa rty") sha ll inde mnify, de fe nd a nd
hold ha rmle s s  e a ch othe r P a rty ("Inde mnifie d P a rty") from a nd a ga ins t a ny los s
cla im, damage , expense  or liability, including without limita tion reasonable  a ttorneys
fe e s  a nd  cos ts ,  impos e d  upon  o r s u ffe re d  by the  Inde mnifie d  P a rty (i) in  the
pe rforma nce  of its  dutie s  he re unde r whe re  s uch los s , cla im, da ma ge , e xpe ns e  or
lia bility re sults  from the  ne glige nce  or inte ntiona l a cts  of the  Inde mnifying P a rty, or
(ii) a s  a  re s ult of the  Inde mnifying P a rty's  bre a ch or de fa ult unde r the  te rms  of this
Agreement

W

3. Attornevs ' Fee s: If a ny suit or othe r a ction or proce e ding is  brought to e nforce  the
te rms  of th is  Agre e me nt, the  pre va iling pa rty in  s uch a ction s ha ll be  e ntitle d to

1 .
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7.

9

5. Headings: Section headings  a re  for the  convenience  of re fe rence  only and sha ll in no
wa y a ffe ct the  inte rpre ta tion of this  Agre e me nt. This  Agre ine nt is  the  re sult of good
fa ith negotia tions  be tween the  Pa rtie s  and, a ccordingly s not be  cons true d for or
aga ins t e ithe r Pa rty rega rdle ss  of which Pa rty dra ft this  14 segment or any portion
the re of

8. Incorpora tion of Exhibits : All annexes , s chedule s  and exhibits  a tta ched he re to a re
he re by in 51pa t<=d into this  Agre e me nt by e a ch re fe re nce  the re to a s  if fully s e t forth

referei8`

empoWer to execute
below

Furthe r As s urances: de live r a ll s uch docume nts  a nd
pe rform a ll s uch a cts  a s  re a s ona bly re que s te d bo ny pa rty from  tim e  to  tim e  to
perform the  duties  and obliga tions  contempla ted by this  Agreement

recover reasonably attorneys' fees and costs, such amounts as may be established by a
court and not a jury

Third Pa1'W Bene ficia rie s: P rope rty Owne r doe s  no t in te nd  the  be re ts  o f th is
Agreement to inure  to any third pa rty, nor sha ll this  Agreement be  conS rued to make
or re nde r Brooke  or Wa te r Subs idia rie s  lia ble  to a ny cre ditor, ma te ria lMa n, supplie r
ta x colle ctor, contra ctor, s ubcontra ctor, broke r, purcha s e r or le s s e e  of P rope rty or
P rope rty Owne r. Brooke  ma y, a t son, crea te  a  third pa rty bene ficia ry by means
of its  a ss ignment or transfe r of this "cement to Water Subsidiaries

Entire  Agre e me nt: This  Agre e me nt e mbodie s  the  e ntire  a gre e me nt be twe e n the
P a rtie s  a nd supe rse de s  a ll prior a nd conte mpora ne ous  ora l or writte n a gre e me nts
representa tions  and unders tandings , if any, re la ting to the  subj e t ma tte r he reof which
sha ll he re by be  supe rse de d a nd me rge d. All docume nts  a tta che d to this  Agre e me nt
shall be  read and interpreted as consistent with one another

a cknowle dge s  a nd wa rra nts  tha t it is  fully a uthorize d a nd
his  Agre e me nt by a nd through the  individua ls  e xe cuting

10.Notice s:  An y or communica tion re quire d or pe rmitte d to be  give n to a ny of

of (a ) the  da te  whe n re ce ive d by such pa rty, or (b) the  da te  which is  thre e  (3) da ys
afte r mailing, postage  prepa id, by ce rtified or regis te red mail, re turn rece ipt requested
to the  a ddre s s  of such pa rty a s  indica te d be low, or (c) by te le fa cs imile  de live re d or
transmitted to the  pa rty to whom such notice  is  required or directed

Brooke  Utilitie s . Inc P .O. Box 82218
Ba ke rs fie ld. CA 93380
attn: Robert T. Hardcastle . President
Te le facsimilex (661) 633-7526

4.

6.

\buinc\drillK doc\WaterExploration Agreement



1*

Any such notice s  to be  pe rsona lly de live re d ma y be  de live re d to the  principa l office s  or
loca tion of the  othe r pa rty to whom s uch notice  is  dire cte d. Any s uch notice  s ha ll be
deemed to have  been given (whe the r a ctua lly rece i 'glow not) on the  day it is  pe rsona lly
de live re d a s  a fore s a id. Any pa rty to this  Age e g* t ma y cha nge  its  a ddre s s  or de live ry
loca tion by giving notice  to the  othe r pa rty put t to this  section.

11. Time of Essence:
Agreement a s  to which time  is  a  factor. If this  Agrment provides  tha t any time
period expires or date  for performance specified in t Agreement falls  on a non-

Arizona), such time period or performance deadline shall be extended to the next
business day.

12. P re pa ra tion of .
and, a t its  option; ;
Accordingly, the
Subsidiaries because

13. Arizona  La w: Th is  Ag re e n i been prepared, is  be ing executed and de live red,
a nd is  inte nde d to be  pe rforme d the  S ta te  of Arizona . The  s ubs ta ntive  la ws  of the
Sta te  of Arizona  and the  applicable  fede ra l laws of the  United S ta tes  of America  sha ll
gove rn the  va lidity, cons truction, e nforce me nt a nd inte rpre ta tion of this  Agre e me nt
and a ll documents  re la ted he re to without regard to conflict of the  law rules .

I

With copies to Brooke
Utilitie s , Inc.

P rope rty Owne r:

MQce me nts ; Brooke  ha s  pre pa re d this  Agre e me nt. P rope rty Owne r
.coins a cknowle dge  the  opportunity to re vie w this  docume nt.

P ig fe e miit s not be  cons true d a ga ins t Brooke  or its  Wa te r
Rh gre e n dra fted by Brooke .

1011 So. Stover Rd.
Payson, AZ 85541
attn: Robert T. Hardcastle , President
Te le facs imile : (520)474- 1695

<property owner name>
<address>
<city, s ta te , zip code>
attn: <persons name>

E

14. Coope ra tion of Pa rtie s: The  P a rtie s  he re to agree  to do a ll s uch things  a nd ta ke  a ll
such a ction, a nd to ma ke , e xe cute  a nd de live r such docume nts  a nd ins trume nts , a s
sha ll be  rea sonably reques ted to can'y out the  provis ions , intent and purpose  of this
Agreement.

15. Counterparts: This  Agre e me nt ma y be  e xe cute d in multiple  counte rpa rts , e a ch of
which, when so executed sha ll be  deemed an origina l but a ll such counte rpa rts  sha ll
constitute  but one and the  same Agreement.
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l6.Joint a nd Se ve ra l Lia b ility:
than s ingle  ind ividua l,
obligations  under this  Agreement.

Q \

g
\
"4

445'

P rope rty Owne r,
s ha ll be  jo in tly a nd

.1
..

if a ctua lly de fine d to re pre s e nt more
s e ve ra lly lia b le  for a ll du tie s  a nd

Ag,=i_
*

4

.

9

\:

\\>.
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Fo r:

B y
Its :

IN WITNES S  HEREOF, the  P a rtie s  do he re by a gre e  to  the  fore going
covenants , te rms and conditions of the  Agreement da ted as  firs t se t forth above

Fo r:

B y
Its

P rope rty Owne r

Brooke Utilities. Inc

.. \
\~

43

Acceptance

7

4

Robert T. HardcaStie
President

<n a m e >
<pos ition>



For As s igne e :

For As s ignor:

Brooke Utilities, Inc. ("Assignor"), an Arizona corporation, hereby
assigns, transfers, and conveys to <water company> ("Assignee") all of Assignor's, title,
right and interest to that Water Exploration Agreement ("Agreement") dated <date>
between Assignor and <water owner> ("Water Owner"). Assignee hereby accepts the
foregoing assignment and assume all of Assignor's obligations under the Agreement.

Its :

Its :

Dated:

u

Assignment and Assumption

5%

<water Company>
President

Broijkc Utilitie s ;Inc.
President  ̀"

l l
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1

<provide  writte n le ga l de scription>

Propertv Legal Description

Exhib it A

*

&

i>\
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Exhib it B

Propertv Owner's Evidence of Ownership

<provide Grant Deed, Special Warranty Deed, or General Warranty Deed or other
equivalent evidence of ownership of properly>



provide vicinity map

Wa te r Exp lo ra tio n

»~;».

1§

.~;

"
.

Exh ib it  C

S ite  Vic in itv Ma p

: .
"s\ .



Water Source Production

Water Source Daily Water Monthly Water

Production P roduction P roduction Rate of Cons ideration

in GP M in Gallons in Gallons per 1,000 Gallons

7,2005 216,000 0,50$

6 8,640 259,200 81.50$
Q

7 10,080 302,400 $ e 0.50

8 11,520 345,600 0.50;l;<§:3¢§$
9 12,960 388,800 0.50§;>i$
10 14,400 432,000 0.50$

15,840 475,200 0.50$
12 17,280 518,400 0.50$
13 18,720 561,600 0.60$
14 20,160 604,800 0.60s
15 21,600 648,000 0.60$

16 23,040 691,200 0.60s

17 24,480 734,400 0.60$
18 25,920 777,600 0.60$
19 27,360 0.60$

20 28,800 9 o\ .

" g
0.75$

21 30,240 907; .
0.75

22 31,680 0950, ; 0.75

23 33,120 0099
::4 0.75

$
24 34,560 1,056,800 0.75$
25 36,000 1,080,000 0.75s
26 37,440 1,123,200 0.75$

27 38,880 1,166,400 1.00$

28 40,320 1,209,600 1.00$

29 41,760 1,252,800 1.00$

30 43,200 1,296,000 1.00$

31 44,640 1,339,200 1.00$

32
4

Q 46,080 1,382,400 1.00s
amore go 1,382,401 1.25s



This  Wa te r S ha ring Adde ndum ("Adde ndum") is  e nte re d into this  <da y
numbe r> Rh da y of <e ffe ctive  month> 1997 by a nd be twe e n <wa te r compa ny> ("Wa te r
Compa ny") a nd <Wa te r Owne r> ("Wa te r Owne r"). This  Adde ndum is  a tta che d to a nd
ma de  pa rt of tha t Wa te r Explora tion Agre e me nt ("Agre e me nt") da te d <da te > be twe e n
Wate r Owner and Brooke  Utilitie s , Inc. ("Brooke") whose  inte res t was  the rea fte r a ss igned
to Wa te r Compa ny. In the  e ve nt of a ny conflict be twe e n the  provis ion of the  Agre e me nt
a nd the  provis ions  of this  Adde ndum the  provis ions  of the  Adde ndu;m will gove rn a nd
control

NOW, THEREFORE BE/ll RES OLVED the  P a rtie s  to this  Agre e me nt do
hereby agree as indicated hereafter

1 .  WHE RE AS , Brooke  e xe rcis e d its  P owe rs  a nd rights  unde r e  Agre e me nt a nd

ope ra tiona lly and regula torily jus tified to be  placed into production a s Supplemental
water source  for Water Company

P roduction De te rmina tion: Bro o ke  s , ll e xc lu s ive ly d e te rmin e  th e  p ro d u c tio n
requirements of the Water SoUrce supplying y of Water Subsidiaries  based on water
sys te m de ma nd from customers  as  de t a ine d, in whole  or pa rt, in conjunction

rega rd, Brooke  sha ll have exclus ive  right to de te rmine  the  amount, frequency and
the  time  of re quire d production om the  Wa te r S ource  for the  be ne fit of its  wa te r
sys tem cus tomers . However, anno time  sha ll Brooke  be  obliga ted to utilize  the  Wate r
Source  as a  supplementa l water source  for its  Water Subsidiaries

Section II: Cov8nauts of hearties

Water Sharing Addendum

S e c t io n  I:  R e c it a ls

. v

2. Re s pons ibilitie s  of Brooke: Brooke  a gre e s  to be  re s pons ible , a s  de fine d by this
s e ction, for the  ope ra tion a nd ma inte na nce  of Wa te r Owne r's  Wa te r S ource  more
iillly de scribe d in Exhibit A of this  Agre e me nt. In this  re ga rd, a nd for a ll a pplica tions
he re in, this  ope ra tiona l and ma intenance  re spons ibility sha ll include  and be  limited to
the  following: (a ) monthly me te r re ading measuring the  discha rged ga llons  s ince  the
p re vio u s  me te r re a d in g ,  (b ) in itia l in s ta lla tio n  o f a  n e w wa te r me te r o n  th e
downstream side  of the  Water Source  and necessary plumbing and equipment so as to
be  a ble  to conne ct to the  a pplica ble  wa te r s ys te m, (c) monthly e le ctrica l utilitie s  in
e xce ss  of the  a ve ra ge  e le ctrica l utility cos t more  fully de scribe d by Exhibit D ("Utility
Expe nse ") a nd for subse que nt a nnua l utility cos ts  the re a fte r a s  more  fully de scribe d
the re in, (d) ope ra tor ce rtifica tion purs ua nt to ADEQ re gula tion R18-4-101 (5); (e )
ADEQ pe riodic wa te r monitoring a nd te s ting purs ua nt to R18-4-202, Rl8-4-104 (1)

1 .
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a nd R18-4-104 (a ) (1), (f) ge ne ra l complia nce  re la te d to wa te r qua lity a nd de live ry,
(g) ge ne ra l lia bility insura nce  a nd prope rty da ma ge  insura nce  cove ra ge  of not le s s
than five  hundred thousand dolla rs  and no cents  ($500,000) combined s ingle  limit for
injuries  to or dea th of any person or persons and property damage  resulting from each
occurre nce  with e vide nce  of s a me  be ing provide d to Wa te r Owne r within te n (10)
days  of the  execution of this  Agreement, and, (h) genera l repa irs  and maintenance  to
the  Water Source , a s  exclus ive ly de te rmined by Brooke , not in excess  of five -hundred
dolla rs  ($500.00) a nnua lly (he re a fte r re fe rre d to a s  "Ma inte na nce  Expe ns e s ") a s
de te rmined from tha t da te  firs t se t forth above . Excluded from Brooke 's  re spons ibility
unde r this  se ction sha ll be  a ll ca pita l e xpe nse s , usua lly a ttributa ble  to Wa te r Owne r,
in e xce s s  of the  Ma inte na nce  Expe ns e s  which a ct to ma te ria lly e xte nd the  us e ful
ope ra ting life  of the  Wa te r S ource  be yond thos e  ge ne ra l re pa ir a nd ma inte na nce
e xpe nse s  re gula rly incurre d in the  ope ra tion a nd ma inte na nce  of such fa cilitie s . For
the  purposes  of this  Agreement, any payment br oke  of Maintenance  Expenses as
re la ted to the  Water Source , which is  the  subjeCt of this  Agreement, and as  measured
in the  aggrega te , is  le ss  than the  annua l M . nonce Expense  amount, as  determined
from tha t da te  firs t se t forth above , is  not tr able subsequent Water Source
opera ting pe riod.

ea
\'§§¢

3. Re s pons ibilitie s  of Wa te r Owne r: Wa te r Owne r a s  to  be  re s pons ible  for a ll
e xpe nse s  of the  Wa te r S ource  a s  de scribe d in Exhibit A, e Xce pt, howe ve r, Brooke
sha ll be  re spons ible  for ce rta in re pa ir, ope ra tiona l a nd ma inte na nce  e xpe nse s  more
fully de scribed by Section 2. Wa te r Owner's  re sulting re spons ibility, he reunde r, sha ll
include , but not ne gSSa rilyrbe  limite d to, (a ) ge ne ra l lia bility insura nce  a nd prope rty
damage  insurance  eove rage  of not le ss  than three  hundred thousand dolla rs  and no
ce nts  ($300,0@ l))gombine ds ingle  limit for injurie s  to  or de a th of a ny pe rs on or
persons and progeNy na g"re sulting from e a ch occurre nce  with e vide nce  of s a me

the  monthly a mount re pre s e nte d he re in a s  Utility Expe ns e s  by Exhibit D, (c) re a l
a nd/or pe rsona l prope rty ta xe s la te d, in  whole  or pa rt, to  the  Wa te r S ource , (d)
Wa te r S ource  re pa ir, ope ra te ' a l,  a nd  ma in te na nce  e xpe ns e  in  e xce s s  o f the
Ma inte na nce  Expe ns e s , a nd (e ) complia nce  with a ll a pplica ble  la ws . Als o, Wa te r
Owne r sha ll be  re spons ible , he re unde r, for a ll Wa te r S ource  ca pita l e xpe nse s  a nd
cos ts  which othe rwise  a ct to ma te ria lly e xte nd the  use ful ope ra ting life  of the  Wa te r
Source  beyond any of those  expenses  and cos ts  othe rwise  described by this  section
and othe rwise  cus tomarily incurred in the  repa ir, ope ra tion and ma intenance  of such
facilitie s . For the  purposes  of this  Agreement, any payment by Brooke  of Maintenance
Expenses  as  re la ted to the  Wate r Source , which is  the  subject of this  Agreement, and
as measured in the aggregate, is  less than the annual Maintenance Expense amount, as
de te rmined from tha t da te  firs t se t forth above , is  not transfe rable  to any subsequent
Wa te r S ource  ope ra ting pe riod. Wa te r Owne r s ha ll be  re s pons ible  for prompt a nd
time ly pa yme nt, s o a s  to not inte rrupt the  production of the  Wa te r S ource , of a ll
expenses re la ted to the  Water Source  for which he  is  responsible  hereunder

s
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4. Wate r Source  Utility Expenses: Notwiths ta nding a ny othe r provis ions  of this  se ction,
Brooke  s ha ll be  re s pons ible  for re imburs ing Wa te r Owne r for the  e le ctrica l utility
expense  in excess  of the  Utility Expenses  directly re la ted to the  Wate r Source . Wate r
Owne r s ha ll be  re s pons ible  for s ubmitting the  cos t of utilitie s  re la te d to the  Wa te r
S ource  in sufficie nt de ta il a nd supporte d by a  billing s ta te me nt from the  a pplica ble
utility compa ny within te n (10) da ys  a fte r the  re ce ipt of s a me . Brooke  s ha ll pa y to
Wa te r Owne r, a fte r its  re vie w a nd ve rifica tion of s a me , the  utility cos ts  a s s ocia te d
with the  Wa te r S ource , le s s  the  Utility Expe ns e  a mount more  fully de s cribe d by
Exhibit D, within te n (10) a fte r re ce ipt of sa me  from Wa te r Owne r. Wa te r Owne r a rid
Bro o ke  mu tu a lly a g re e  a n d  a c kn o wle d g e  th a t Bro o ke  s ku ll n o t,  u n d e r a n y
circumstances , be  responsible  for the  payment of e lectrica l utility cos ts , in accordance
with this  Agre e me nt, which a re  not dire ctly re la te d to the a te r Source . Fa ilure  by
Water Owner to submit the  e lectrica l utility cos ts  associa ted v the  Water Source , in
a ccorda nce  with this  s e ction, s ha ll cons titute  a  wa ive r by Wa t 0wne r of Brooke 's
dutie s  and obliga tion under this  section for the  applicable  pe riod of uMuy se rvices .

I
I

5. Option to Install Separate Utilitv Meter: At its option and for any reasoll whatsoever,
Brooke, after providing not less than thirty (30) days written notice to Water Owner,
shall have the exclusive option, at its sole expense, to arrange for the installation of a
separate electrical utility meter cally and solely measuring the amount of
electrical utility consumed by the \ Source.

Exclusivitv of Water Use: The Pastiest i agreement do hereby agree, as
evidenced by the execution of this Agreement, that the use of water from the Water
Source, for the entire duration of this Agreement and its subsequent renewal portions,
shall be exclusively limited to the Parties3a~9r their assigns, heirs, or transferees as
conducted in accordance with this Agree re

7. Easerrients and Accts to Water Source: At Brooke's option Water Owner shall grant
to 8rooke a private utility easement or a license to enter Water Owner's property for
any purpose recess under this Agreement. Brooke's access to Water Owner's
propert34z l1 be related to the Water Source which must be sufficient, as exclusively
deter in by Brooke, for the access to the Water Source site so as to be able to
perform regiilar repairs, operations, and maintenance of the Water Source. In any
event, Brooke Si1l,,at all times, be allowed reasonable access, ingress and egress to
the Water Source for the purpose of production monitoring, well supervision,
production maintenance and repairs and all other routine and regular purposes
normally associated with the operation and maintenance of a water source similar to
that which is the subj et hereunder

8. Conne ction to P ublic Wa te r S ys te m: Brooke , or its  a ge nt or re pre s e nta tive , s ha ll
conne ct Wa te r Owne r's  Wa te r S ource  to the  a pplica ble  wa te r sys te m of the  Wa te r
Subsidia ries  in accordance  with proper and good workmanship and genera l conditions
of the  indus try. At a ll time s , Brooke  s ha ll ma inta in the  wa te r conne ction in good
condition a nd comply with the  re quire me nts  of a uthoritie s  ha ving juris diction ove r
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9.

1.

A

such connection, a t Brooke 's  sole  cost and expense . The  costs  and expenses incurred
by Brooke  Linde r this  section 8 sha ll not be  cons ide red "Ma intenance  Expense s" for
the  purpose s  of this  Agre e me nt. Brooke  sha ll, in e ve ry ca se  whe re  Wa te r Owne r's
property is  traversed for the  purposes  under this  section, make  every reasonable  e ffort
to a pproxima te ly re turn Wa te r Owne r's  prope rty to tha t condition which e xis te d prior
to Brooke 's  work unde r this  section.

appropria te . For the  pump

Brooke 's  Option to Purchase  Wate r Source: If a pplica ble , Broo
option to purchase  Wate r Owner's  Wate r Source  in accordance  with Exhibit F he re in.

Wa te r Owne r's  Curre nt Wa te r P rovide r: As  e vide nce d by its  e xe cution  of th is
Agreement, Wate r Owner does  he reby decla re  tha t it is  not a  current wa te r cus tomer
of the  Water Subsidia ries .

Sec tion  III: Op tion  to  Pu rchas e

S e c tio n  IV: Co n s id e ra tio n

Fer Source

shall be  granted an

I'll

P a yme nt of Cons ide ra tion: Brooke  s ha ll pa y to Wa te r Owne r not la te r tha n fifte e n
(15) da ys  following its  re a ding of the  me te r conne cte d to the  Wa te r S ource  tha t
comple te  cons ide ra tion, e xce pt a s  ma y be  de fine d he re in, pursua nt to Sche dule  l of
Exhibit E. Brooke 's  pa yme nt to Wa te r Owne r sha ll be  de te rmine d by me a suring the
tota l ga llons  of wa te r provided to Wate r Subsidia ry s ince  the  la s t me te r reading a t the

be  in  va lid  c Ney of Rh rite d S ta te s  or by me a ns  of corpora te  che ck. Brooke
re se rve s  the  right proce sS  such pa yme nts  a t a ny a dminis tra tive  fa cility it de e ms

. e ve nt, Brooke 's  pa yme nt to Wa te r Owne r
he reunde r sha ll be  cons t tired pa id
ma ils  for de live ry to Wa te r yare r a t the  address  firs t indica ted above . Excepting the
firs t month 's  me te r re a ding in  no ca s e  s ha ll the  me te r of Wa te r Owne r's  Wa te r
S ource  be  re a d by Brooke  more  tha n a pproxima te ly thirty-five  (35) da ys  from tha t
da te  when such me te r was  previous ly read. The  firs t month's  wa te r production unde r
this  Agreement, a s  de te rmined by Brooke 's  mete r reading under this  Agreement, sha ll
be  me a sure d, without cons ide ra tion of the  da te  firs t s e t forth a bove , from tha t da te
Brooke  a ctua lly be ga n re ce iving wa te r from the  Wa te r S ource  through the  la s t
business  day of the  applicable  month.

s

Supplementa l Conside ra tion: Upon execution of this  Agreement and the  subsequent
succe ss ful a ccomplishme nt of a ll conditions  pre ce de nt he re unde r, including but not
ne ce s s a rily limite d to the  re vie w a nd a pprova l by Re gula tory Authoritie s , if a ny, of
this  Agreement, Brooke , or a t its  e le ction its  a ss ignee , sha ll pay to Wa te r Owner the
s um of five  hundre d  do lla rs  a nd  no  ce n ts  ($500 .00) a s  fu rthe r cons ide ra tion
("S upple me nta l Cons ide ra tion") a nd a n induce me nt to Wa te r Owne r to e xe cute  this
Agreement. The  Supplementa l Conside ra tion payment described by this  section sha ll
be  in addition to any other form of considera tion described hereunder.

c: \buinc\drillK doc\WaterExplorationAgreement
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3. Minimum Cons ide ra tion: Notwiths ta nding a ny provis ions  of the  se ction Brooke  sha ll
ha ve  no obliga tion to pa y Wa te r Owne r a ny minimum a mount for its  re gula r monthly
use  or nonuse of the  Water Source .

Section V: Term

l . Te rm: The  te rm of this  Agre e me nt sha ll be  fifte e n (15) ye a rs  from the  da te  firs t s e t
forth a bove  a nd s ha ll, a bs e nt e ithe r P a rtie s  prope r notice  of the  othe r P a rty of its
in te n tion  to  te rmina te  o r re ne go tia te  the  Agre e me n t,  in  a cco rda nce  with  the
re qu ire me nts  s e t fo rth  he re in , a u toma tica lly be  re ne we d  fo r cons e cu tive  a nd
individua l five  ye a r te rms  the re a fte r s ubje ct to the  te rmina tion a nd re ne gotia tion
provis ions  se t forth he reunder.

S e c tion  VI: Termination and Renegotiation of the Agreement

1 . Notice  to Te rmina te: In the  event e ithe r Pa rtyiie s ire s  go te rmina te  this  Agreement the
P a rty se e king te rmina tion sha ll be  re quire d to provide  the  othe r P a rty writte n notice
("Te rmina tion Notice ") of its  inte ntion to te rmina te Agreement. The  Te rmina tion
Notice  required he reunde r sha ll not to be  rece ived by . e  non*-te rmina ting Pa rty le ss
tha n one  hundre d a nd e ighty (180) da ys  prior to the  e xp1 tion of this  Agre e me nt.
Fa ilure  by the  Party seeking te rmina tion under this  section to provide  proper notice  as
de scribe d he re mde rs cons titute  a  full a nd comple te  wa ive r by the  Pa rty se e king

hs  to te rmina te  this  Agre e me nt until the  a pplica ble  notice
pe riod of the  imp five  (5) yea r contract pe riod.<lately sé8ceeding

2. Notice to Renegotiate: the i1her~Party desires to renegotiate this Agreement
the Party seeking rene§ a;ion s a be required to provide the other Party written
notice ("Renegotiation Not 233) of its intention to renegotiate this Agreement. The
Renegotiation Notice required hereunder shall not to be received by the non-noticing
Party less than ninety (90) daygSprior to the expiration of this Agreement. Failure by
the Party seeking renegotiation under this section to provide proper notice as
described hereunder shall constitute a full and complete waiver by the Party seeking
renegotiation of its intentions to renegotiate this Agreement until the applicable notice
period of the immediately succeeding five (5) year contract period.

3. Notice s  to Eithe r P a rty: All prope r notice s  to e ithe r Pa rty, a s  required by this  section,
s ha ll be  provide d in  a ccorda nce  with  o the r a pplica ble  notice  provis ions  of th is
Agreement.

4. Non-Cance lable  Agreement: Exce pt in a ccorda nce  with the  te rms  a nd conditions  of
this  s e ction this  Agre e me nt s ha ll be  non-ca nce la ble  a nd non-te rmina ble  by e ithe r
Pa rty

\buinc\drillK.doc\Water Exploration Agreement
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Ac c e p ta n c e

IN WITNES S  HEREOF, the  P a rtie s  do he re by a gre e  to  the  fore going
covenants , te rms and conditions of the  Agreement da ted as  firs t se t forth above .

For:
By:
Its :

Wate r Owner
<na me  writte n>
<pos ition>

For:
By:
Its :

<wa te r company>
Robert T. Hardcas tle
President
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Exhib it A

Water Source Description and Production Statistics

Tha t Wate r Source  tha t is  the  subject of this  Agreement is  loca ted on tha t
prope rly more  fully de s cribe d by the  le ga l de s cription in Exhibit B a nd the  vicinity ma p
depicted in Exhibit C is  furthe r described a s  follows:

Well P roduction S ta tis tica l Da te
Wate r We ll S ta tis tica l Me thod:
We ll Loca tion:

u

line  commonly

<date>
Sounding conducted b; Broke
approximately bE*et> feet from the
<north/south/east(wé§t>
bordering or a&ja¢ent"t0 Qtre ame> Road, and

<feet> feet from the
<noM wUwe property
borderingor adiacen o <street name>Road of the
<subdivisionname> subdivision located in <county
name>, Arizona. -

applloxim§iy
line  commonly

be r

48%

Arizona Department of Water
Resources Identification Number:
Static Water Level:
Water Well Pump Capacis Ar
Water Well Pump Elevation:

Water Well Bore Dap:
Water Well Bore Size:`
Water Well Casing Depth: "̀
Water Well Drilling Permit i t
Water Well Drilling Date:
Drilling Contractor:
Other Pertinent Information:

<ADWR identification
<feet> feet
<number of> gallons per minute
<number of feet> feet from well bottom
<feet> feet
<number of> inches in diameter
<feet>£§et

Ber: <well drilling permit number and date>
<date>

well drilling contractor name>
<other or none>

E 4
: \

Q
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Exhibit B

Water Source Propertv Description

<provide  writte n le ga l de scription>
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Water Source Propertv Vicinitv Map

<provide vicinity map>

Exh ib it  C

.8

.»=.

..
- 'e

e

». _
;;»:

i
.

s

T
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Ele ctrica l Utility P rovide r:
Utility Account Numbe r:
Me te r Numbe r:
De s cription of Utility S e rvice :
P re ce ding le t Month Cos t:
P receding 2nd Month Cos t:
P receding 3rd Month Cos t:
P receding 4th Month Cos t:
P receding 5th Month Cos t:
P receding 6th Month Cos t:
P receding 7th Month Cos t:
P receding 8th Month Cos t:
P receding 9th Month Cos t:
P receding 10th Month Cos t:
P re ce ding la th Month.Cos t'
P re ce ding l 2th Mont Cos t: `

Wa te r Owne r cove na nts , promis e s , a cknowle dge s  a nd he re by ce rtifie s , a s
indica te d by its  e xe cution of this  Agre e m e nt,  tha t the  e le c trica l utility cos ts  of the  wa te r
we ll which  is  the  s ubje c t of th is  Agre e m e nt,  for the  im m e dia te ly pre ce ding  twe lve  (12)
months  ha ve  be e n a s  indica te d be low:

Average Monthly Utility

Water Source  Utilitv Expens es

Arizona Public Service
<account number>
<meter number>

Exclusively to subject Water Source
8=<;¥ear: 1996 Cost: $

Year: 1996 Cost: $
Year: 1996 Cost: $
Year: .L996 Cost: $

.ears 1996 Cost:$
1996 Cost: $

Year: 1L996 Cost:$
Year: 896 Cost: $
Year: i996 Cost: $
Year: 1996 Cost: $
Year: 1996 Cost: $
Year: 1996 Cost: $

Month:
Month:
Month :
Month:
Month:
Month:
Month:
Month:
Month :
Month:
Month :
Month :

Exhibit D

§

¢itlt¢4§Ln> .

"Utility Expenses"

I Wa te r O wne r a gre e s  a nd  a cknowle dge s  tha t the  u tility cos ts  re fe rre d  to  he re in
("Utility E xpe ns e s ") inc lude  c ons um ption  o f u tility e xpe ns e  o the r tha n ,  a nd  in
a ddition to, thos e  utility cos ts  re la te d e xclus ive ly to the  Wa te r S ource . The  P a rtie s
to  th is  Ag re e m e n t  fu rth e r  a g re e  th a t  th e  Ut ility E xp e n s e  s h a ll b e  h e re a fte r
d e te rm in e d  a n n u a lly,  with in  fo rty-fiv e  d a ys  fro m  th e  a n n iv e rs a ry d a te  o f th is
Agre e me nt, us ing the s ame m e thodology a s  provide d in Exhibit D a bove
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Water Source Production

Water Source Daily Water Monthly Water
.

P roduction P roduction Productjafl Rate at"Cons ideration

in GP M in Gallons in Gwlféns per 1090 Gallons

7,2005 216,000
. .

0.508 -§

6 8,640 259,200 0.50
- $ '

7 10,080 302,400 0.50$

8 11,520 345,600 0.50s

9 12,960 388,800 s 050
-

o x\\.\

10 14,400 432,000 0.50$

11 15,840 475,200 0.50s

12 17,280 518,400 0.50$
-{.

% 4§13 18,720 561,600 0.60s
14 20,160 604,800 0.60s
\$

4
£~
I 21,600 648,000 0.60s

TO , `8*23,040 691,200 0.60$

17 24,480VS\ ; 734,400 0.60$
18 25,920

n

'7 ,600 0.60$

19 27,360r. 820,800 0.60$

20 28,800 864,000 0.75$

21 3,2403 °
*"

907,200 0.75$

22 31;680 950,400 0.75$

23 33,120 993,600 0.75$

24 34,560 1,036,800 0.75$
25 36,000 1,080,000 0.75s

26 37,440 1,123,200 0.75s

27 38,880 1,166,400 1.00$

28 40,320 1,209,600 1.00$

29 41,760 1,252,800 1.00$

30 43,200 1,296,000 1.00$

31 44,640 1,339,200 1.00$

32 46,080 1,382,400 1.00$

more 1,382,401 1.25$

'1

Exhib it E

Cons ideration

Wa te r Owne r's  full a nd comple te  cons ide ra tion re ce ive d from Brooke  for
use  of its  Wate r Source  a s  a  supplementa l wa te r supply sha ll be  based on the  ga llons  of
wa te r utilize d from the  Wa te r S ource , a s  othe rwis e  de fine d in a ccorda nce  with this
Agreement a s  measured in ga llons  pe r minute  ("GPM"). Accordingly, Brooke  and Wate r
Owne r a gre e  tha t s uch compe ns a tion s ha ll be  pa id in  a ccorda nce  with S che dule  1
provide d be low:

Schedule  1:



Exhib it F

Brooke's Option to Purchase Water Source

For the  purposes  of this  Agreement, Brooke  sha ll not be  granted an option
to purchase  Water Source  from Water Owner
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Reimbursement of Utility Expenses in excess of those incuiilied pursuant to Exhibit "D
of Water Sharing Agreement dated <specify WSA date> AP§8 account number <specify
APS account number> meter number <specify APS meter nun1ber>.

Fro m

Date

An n

Water Sharing Agreement Invoice

Accounts  P a ya ble  De pa rtme nt

<customer name>
<customer address>
<customer city, state, zip

<s pe cify compa ny na me >
P .O. Box 82218
Ba ke rs fie ld .  CA 93380-2218

Utiliqv Expense for M o n t h 6T8 Ye a r

Invoice  Atilount $

Le s s : Utility Expe nS e

4:%

h .

<s pe c ify a m ount>


